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Only America 
has such an Airplane 


When the United States Navy ordered hundreds of these Vought 
shipboard fighters, American aviation took another great stride 
forward. For the first time on either side of the Atlantic, here is 
an airplane that meets the highly specialized requirements of 
shipboard use and still produces the blazing speed to match any 
airplane in the sky. Only America has such an airplane. 

Until recently, no engine in the world could have supplied the 
power to make this airplane possible. Now, with the new 2,000- 
horsepower Pratt & Whitney Double Wasp, Vought engineers 
have capitalized the opportunities offered by America’s far-reaching 


development of the air-cooled engine. 


UNITED AIRCRAFT CORPORATION 


EAST HARTFORD + CONNECTICUT 


——_—- 


PRATT & WHITNEY ENGINES VOUGHT-SIKORSKY AIRPLANES HAMILTON STANDARD PROPELLERS 




















FLUID DRIVE... 





A STATEMENT BY CHRYSLER CORPORATION 


Gasoline and Diesel engines are making 
history. The very defense strength of na- 
tions is now measured in motor power. 
Combat plane, bomber, submarine, tor- 
pedo boat, freighter—tank, truck and 
military car—all are motor driven. 


And in this vast field of mobile horse- 
power, Fluid Drive has revolutionized 
all previous conceptions of harnessing 
internal combustion engines. This new 
development of a time-tested basic prin- 
ciple provides smooth, vibrationless 
power transmission. 


New applications of Fluid Drive are 
expanding its usefulness. It is indispen- 
sable wherever the flow of power calls 
for flexibility, instantaneous absorption 
of terrific impulses, peak engine torque 
and an absence of vibration. 


An Aid To Defense 


Where split-second timing is demanded, 
the Fluid Drive principle answers a 
vital need. A tiny Fluid Drive unit con- 
trols the speed of airplane supercharg- 
efs—giving motors a regulated air sup- 
ply at high altitudes and preventing 
disastrous vibration. 


In submarines, Fluid Drive permits mul- 
tiple Diesel Engine hook-ups—cushions 
volcanic power explosions —even dis- 
connects the engines from propellers in 


three seconds—a necessity when sub- 
merging. Power-shovels now use it to 
absorb the shock of impact and prevent 
engine stall. It is solving countless other 
industrial and utility power problems. 


Exclusive of automobiles, the Fluid 
Drive principle transmits over four mil- 
lion horsepower throughout the world 
today —energy equal to the combined 
installed capacity of Boulder and 
Coulee Dams. Already, Fluid Drive is 
transmitting over thirty million horse- 
power in Chrysler Corporation cars. 


A Basie Principle 


Fluid Drive has taken its place as a basic 
principle of power transmission— 
along with the lever, the inclined plane, 
steam, electricity and hydraulics. Its prin- 
ciple is a law of physics—kinetic energy 
—which is force through motion. En- 
gine power is transmitted through spin- 
ning oil. There is no metal to metal 
contact between motor and drive shaft. 


For 25 years, automotive engineers have 
sought a means of providing accelera- 
tion without the bother of gear shifting 
—to cushion ever-increasing horse- 
power with the smoothness of steam 
and the quiet of electricity. Fluid Drive 
is the final key to this accomplishment. 
After years of research by Chrysler Cor- 


poration engineers, Fluid Drive was 
introduced in 1938 on the Chrysler 
Custom Imperials—it since has been 
made available on all 1941 Dodge, 
DeSoto and Chrysler models. 


A Major Achievement 


A new ease of car control—of distinct 
advantage under present-day traffic con- 
ditions—is provided by Fluid Drive. 
The motorist can stop, start again, speed 
up, slow down—drive all day without 
the continual effort of gear-shifting. 
Acceleration is smooth, vibrationless! 


Fluid Drive adds new safety. The dan- 
ger of engine stall is practically elimi- 
nated! On slippery, icy pavements Fluid 
Drive gives the car a more sure-footed 
action. Traction is obtained by the cush- 
ioned flow of power to rear wheels. Yet, 
with all these important advantages the 
motorist has nothing new to learn. 


Over 300,000 owners of Dodge, DeSoto 
and Chrysler cars are enjoying the ben- 
efits of Fluid Drive. Like Hydraulic 
Brakes and Floating Power —two other 
Chrysler Corporation achievements — 
Fluid Drive is a major, permanent con- 
tribution to motoring comfort and 
safety. It creates a new high standard of 
motor car performance and value. It is a 
modern miracle of power transmission! 


PRODUCTS OF CHRYSLER CORPORATION 


ARMY TANKS ¢ ANTI-AIRCRAFT GUNS « AIRCRAFT PARTS « ARMY VEHICLES « PLYMOUTH, DODGE, 
DESOTO AND CHRYSLER CARS e« DODGE TRUCKS ¢ MARINE AND INDUSTRIAL ENGINES ¢ 
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DANGER—AXIS AT WORK............. Pt 
President Roosevelt’s lightning-like action 
following the capitulation of France to 
Germany’s new terms focuses attention by 
official Washington on a new critical area 
—the Caribbean and the waters between 
Africa and South America. Weeks ago 
The United States News called attention 
to the strategic factors underlying possible 
moves in this area. This week there is 
offered an interpretation of the new events 
. - - What they mean to hemispheric de- 
fense . . . what they mean to our own 
admirals and generals. 


REVAMPING POLICY ON STRIKES..P. 13 
Here is an exclusive article on why and 
how the President is preparing to over- 
haul the Administration’s defense labor 
policy. Data brought to the Chief Ex- 
ecutive’s attention concerning the number 
of strikes and their effect on defense is 
presented in this thorough article. For an 
over-all answer to the entire strike ques- 
tion, be sure to read it. 


STRONGER PRIORITY SYSTEM........ P. 14 
“War demands are about to force Govern- 
ment more deeply than ever into the daily 
lives of the people. These war demands 
are beginning to reach colossal proportions. 
At many points they are coming into 
actual conflict with civilian demands.” 
That is the first paragraph of this brilliant- 
ly informative article. Clear are the facts 
presented to reveal just how a stronger sys- 
tem of priorities is to affect consumers .. . 
How the whole defense program is broad- 
ening governmental controls. 


FORCED SAVINGS’.......cccecccesseeses. P. 16 
Government planners in the privacy of 
their offices are frank enough about their 
worry over the billions of dollars of added 
purchasing power being poured out by 
way of the defense program. Their prime 
fear is that these dollars will become 
“wildcat billions.” But Britain’s expert 
economist, John Maynard Keynes, has 
put in an appearance . . . has raised the 
possibility of emergence of the “forced 
savings” plan to cope with the problem. 
Here is a report, interpretation and fore- 
cast of the events and their shadows. 


DEFENSE PLANT FINANCING........ P.18 
How far will the Government go in its 
financing of war industries? The tip-off, as 
this article clearly shows, is to be found in 
new defense financing by the RFC and in 
sentiment expressed in offices on Capitol 
Hill and in federal agencies. That senti- 
ment is here translated into simple, every- 
day language . . . language which means 
much to businessmen and financiers won- 
dering where the RFC will venture next. 


2 


HISTORY-MAKING WAGES. .......... P. 20 
Money talks. Today’s pay envelope in the 
pocket of Mr. Average Man is fatter than 
in the boom days of ’29 . . . and today’s 
dollars buy more than they did a dozen 
years ago. What are the factors responsible 
for this increase in wages? This week’s 
Pictogram graphs the increase . . . this 
week’s article gives the pertinent details. 


OUR ATLANTIC PATROL: 

PONIES TOP WU os cssscesccccnsctoossecd P. 24 
While the convoy debate rages . . . the 
President and the admirals have already 
acted to extend our naval patrol some 
2,000 miles out into the heart of the At- 
lantic. To naval and defense experts, to 
authorities on international affairs, The 
United States News addressed this ques- 
tion: “Is the operation of our naval patrol 
2,000 miles out in the Atlantic likely to 
involve us directly in war?” The answers 
received make provocative reading. 


THE COURT AND LABODR................ P. 30 
Ever since 1937, a new theory of judicial 
philosophy has been evident in the Su- 
preme Court. This philosophy has found 
accelerated response with each new mem- 
ber appointed by President Roosevelt. De- 
cisions handed down in the last few years 
strengthen the view held by many that 
what amounts to a new concept of Amer- 
ican Government is being nurtured by the 
Court. This week’s Newsgram reveals the 
extent to which the Court has gone in 
broadening labor’s powers, recognizing 
broader authority for Congress and admin- 
istrative agencies of Government. 


MR. JUSTICE FRANKFURTER............ P. 43 
Gen. Hugh Johnson once called Felix 
Frankfurter the “most influential single in- 
dividual in the United States.” Two years 
after his appointment to the Supreme 
Court, Justice Frankfurter’s influence is 
strong on the law of the land. Here is a 
word picture of the jurist. 
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MORE PULLING POWER 


*TWO NEW VALVE-IN-HEAD 
ENGINES .. . STANDARD: 174 
FOOT-POUNDS OF TORQUE— 
90 HORSEPOWER .. . “LOAD- 
MASTER”: 192 FOOT- POUNDS 
OF TORQUE—93 HORSE- 
POWER (optional on Heavy 
Duty models at extra cost) 
* NEW RECIRCULATING BALL- 
BEARING STEERING GEAR * 
NEW, MORE COMFORTABLE 
DRIVER’S COMPARTMENT * 
60 Models—Nine Wheelbases 


CHEVROLET MOTOR DIVISION 
General Motors Sales Corporation, DETROIT, MICH. 
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Chevrolet trucks with “‘Load-Master”’ engine bring 
you more pulling power... also more economy... when 
you consider all factors of purchase price, gas, oil, upkeep! 


Today—when there are big 
jobs to do and big loads to 
haul—it is more necessary 
than ever before to have trucks 
that deliver maximum pulling 
power at minimum cost. 

Chevrolet trucks for 41 
meet these demands to the 
fullest degree. 

These big, husky Chevrolets, 
with ‘‘Load-Master”’ valve-in- 
head engine, have more pull- 
ing power than any other 
trucks in the lowest-price field. 

They deliver this higher 
power at rock-bottom cost be- 
cause Chevrolet’s sturdy six- 
cylinder valve-in-head power 
plant wrings more energy 


out of every gallon of fuel. 


And they have a remarkable 
capacity for staying on the 
job, day after day and month 
after month over a long period, 
with a minimum expenditure 
of time or money for main- 
tenance or repair. 

Chevrolet trucks have to 
possess these superior abili- 
ties, because truck operators, 
large and small, have made 
them the biggest-selling 
trucks in America, and you 
know experienced truck buy- 
ers ‘‘pay off’’ only on results. 

See or phone your nearest 
Chevrolet dealer for a demon- 
stration—today! 


CHEVROLET TRUCKS 





Why did you pick a 
DODGE Job Rated 








-..and thousands of truck owners agree: you get the best truck 
for your money when you get the right truck for your job! 
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“ene eensnccet™” 
BUY THE ie LOOK AT 2. LOOK AT 3 THEN LOOK AT 


V:2°3 —) owPriced Truck Low PricedTruck pgp tevmsem 
WAY “A "B” ODGE Sc Facac TRUCKS 





@ When truck users say, “Dodge trucks are the best PRICED WITH THE LOWEST 
we've ever owned”... they mean it... and from . » rr $ in 
experience! They mean Dodge Job-Rated trucks are Chassis ..'500* Pick- Ups (630% 
saving them money on gas, oil and repairs ... are Ch ° 1595 Panels ee 730° 
more dependable than any other trucks they ever aati cae - Stakes .. 1407 
bought! Ask your Dodge dealer to show you the the ‘stint Saded 
. : ve prices are delivered a cit, ral taxes inc 

Job-Rated truck that fits your job! See him—today— Transportation, state and local taxes (amy) extra. All 
for a “good deal” all ways—with liberal trade-in ceeg pty ep ye a 
allowance and easy budget terms! PRICES SUBJECT TO CHANGE WITHOUT NOTICE 


DODGE DIVISION, CHRYSLER CORPORATION, DETROIT, MICHIGAN 
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ENGINEERING 
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U. S. edges closer and closer to naval action, to undeclared war. 

Action will come if.eecee 

A French-German deal leads to German penetration into Dakar, into an area 
that U. S. Navy considers a threat to hemisphere solidarity. 

An American ship carrying supplies via the Pacific to the Red Sea is sunk; 
is thereby denied freedom of the seas outside combat areas. 

An American warship, patrolling in the Atlantic, is fired upon; is forced in 
self defense to fire back. 

A Japanese move is made that threatens Singapore; that endangers what this 
Government regards as a vital American interest in the South Pacific. 

A call comes from Britain that her lifeline will be cut without more help; 
that U. S. naval aid is necessary to keep up the fight. 

Again: Does this mean war? The answer is: No, it does not, definitely not 
a declared war. Roosevelt emphasizes that U. S. twice in the past used naval 
force without engaging in formal war; that there is nothing new for Americans in 
giving work to their Navy, short of war. 























At home, this country is sitting on a volcano; is on top of a price situa- 
tion that appears explosive. 

The reasons why...e-. 

Workers are demanding and receiving wage increases that give them a record 
number of dollars to spend. 

Farmers are demanding from Congress and are receiving price increases that 
give them a near-record number of dollars to spend. 

At the same time..... 

Industry is being directed to cut down the output of automobiles; to limit 
the production of some other things that city workers and farmers buy. 

Industry is being told that its supplies of raw materials for all but arma- 
ment production will be curtailed. 

Congress is balking at taxes high enough to take away from workers and farm- 
ers the extra dollars they receive through price and wage increases. 

As a result..... 

A huge total of extra dollars, about 6,000,000,000 of them, is beginning 
to hump against a limited supply of goods. 

An inevitable price increase is getting under way; iS very probably to be 
uncontrollable except through more drastic taxation than Congress will vote. 

It's well to remember that price inflation is the customary regulator of 
demand in wartime; that rising prices are inevitable when demand for goods is in- 
creasing and supplies of goods are decreasing, when workers and farmers have in- 
creased numbers of dollars to spend and no place to spend them. 

President Roosevelt is about to get behind a new price-control law; is 
about to accept the idea of a price ceiling. 

Also: Roosevelt is approving use of antitrust laws, backed by the Federal 
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Bureau of Investigation, to carry out price-fixing orders promulgated by Leon 
Henderson. 

But: It is highly difficult, if not impossible, to control prices by law; 
to try to regulate working of supply and demand by fiat. 

Strike situation is going from bad to worse again; is a reflection of: 

1. Union leader determination to organize while the organizing is good; to 
take advantage of a bull market in memberships. 

2. Worker determination to get some of what looks like a big slice of Gov= 
ernment money while the getting is good; to share in armament "prosperity." 

3. Absence of any settled Government defense labor policy; a White House 
refusal to outline a definite pre-strike mediation procedure. 

Prospect is that events will force the President to strengthen mediation ma- 
chinery; that events will push Government into accepting a definite strike pol- 
icy; that defense delays will require a stronger official attitude. 

As it is now: Strikes are cutting into production of defense material at 
the most critical stage of this war, at a time when U.S. may face fighting. 














Reports of early "war-cabinet" changes appear to be premature; appear not 

to be/borne out by Roosevelt plans. 
act of the matter is this: Roosevelt himself is the war cabinet. 

President is very slow to delegate authority; is willing for others to han- 
dle details, to run the machinery itself; is unwilling for others to exercise 
too great a voice in decisions, or to get too close to real power. 

As a result: When the President is sick, the whole executive machine slows 
down. Authority of war-cabinet members Hull, Morgenthau, Stimson, Knox--with 
Harry Hopkins as liaison--is not so great as the name suggests. It is probable 
that Roosevelt leans heavily on no single person; that the whole show is his. 

Importance of the war cabinet lies in the fact that its members have the 
President's ear. Also: It's important to know that, among other officials, 
Roosevelt still listens most intently to the New Deal group; still is a bit sus- 
picious of the businessmen in Washington. 














Interest of Congress in nondefense economy is to prove academic; is not to 
result in any billion-dollar saving. 

Rather: Pressure is increasing to add to farm subsidies; to add to appro- 
priations for regular departments; to be generous with NYA and CCC and others. 
Saving of one billion through cutting peacetime activities, while adding multi- 
plied billions for defense, is not a popular operation in Congress. 

In more detail... 

Crop loans: Roosevelt probably will sign bill increasing loan values to 85 
per cent of parity. 

Parity payments: Farm bloc will hold back bill to add $238,000,000 to exist- 
ing payments of $212,000,000 until Roosevelt acts on loan bill; will accept 
$212,000,000 if signed and will press for total $450,000,000 if unsigned. 

Draft law: Tendency is to go slow in making changes. 

RFC: Will get power to build and operate defense plants; will also get in- 
creased lending power; will then be in position to go ahead with rubber plants. 

Price control: It may take White House pressure to get a law that will give 
Henderson more control over prices. Workers and farmers are wary. 














Inside view is that British position in the Mediterranean is precarious; 
that ability to hold any of North Africa or the Near East is most uncertain. 

Hitler is believed to be lining up: Russia, France, Italy, Japan against 
U.S. and Britain; is getting set for what may be the crucial phase of this war. 
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AIRPLANES and armored cars — “blitz 
buggies” and barrage balloons — cruisers and 
cannons—tanks and trucks—these and countless 
other weapons now being built for our National 
Defense Program require thousands of different 
rubber parts. 


And they are getting them — on or ahead of 
schedule! 

Firestone plants in the United States are busily 
engaged in making tires of all types, bullet- 
resisting tubes, bullet-sealing fuel and oil tanks, 





track blocks for tanks and reconnaissance cars, 
gas masks, seadrome lighting buoys and hundreds 
of other products made from natural or synthetic 
rubber for the armed forces of the United States. 
In addition, machine gun clips, bomb cases, shell 
guard facings and many other non-rubber 
munitions are now in production. And if our 
country calls upon us for further help, it will be 
given cheerfully, quickly, efficiently and 
intelligently. 


For Defense is First at Firestone! 


Listen to the Voice of Firestone with Richard Crooks, Margaret Speaks and Alfred Wallenstein, Monday evenings, N. B. C. Red Network 


Firestone 


MILITARY TIRES * TUBES * 
PARACHUTE SEATS * 


GAS MASKS 
HOSE * 


* 


BALLOONS * 


TANK TRACKS * BULLET-SEALING CELLS 


SEA DROME LIGHTS 


CRASH PADS AND OTHER RUBBER AND METAL PRODUCTS 
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Higher Prices, Plans for New Controls . . . More Income for Farmers. . . 


An Increase in Strikes . . . Counteracting France’s Swing to Nazis 


Ships. Into U.S. custody passed more 
foreign-flag ships as Coast Guardsmen, 
acting under Treasury orders, quietly but 
quickly boarded 14 French vessels, includ- 
ing the Normandie, pride of the French 
merchant fleet. 

This action coincided with Senate ap- 
proval of a bill to permit the President 
to take over foreign ships idle in American 
ports, and followed closely reports from 
Vichy that the Pétain government had 
agreed to “collaborate” with its German 
conquerors. The President deplored the 
French action, and pointedly called atten- 
tion to French colonies in Africa and the 
Western Hemisphere. 

The ship-seizure bill, plus the guarding 
of French merchantmen, brought nearer 
the Administration’s goal of 2,000,000 
tons of shipping for Great Britain. The 
Maritime Commission is promised 40 
freighters now in the U.S. coastal trade. 
(See page 11.) 


* * * 


Strikes. Shipbuilding, however, was 
stalled on the West Coast through a strike 
of machinists. Other defense strikes in- 
volved arms makers in Hartford, Conn., 
construction workers in Massachusetts and 
Ohio. 

Narrowly avoided was a walkout in 
General Motors plants when the company 
accepted a Defense Mediation Board 
proposal and granted workers a 10-cent- 
an-hour increase. The settlement, even so, 
came too late to prevent shutdowns in 
some plants. 

Still threatened was another coal stop- 
page, due to failure of the CIO and 
Southern operators to agree on wage 
terms. (See page 13.) 


Workers’ training. Strikes came at a 
time when defense officials were worried 
about the labor supply. President Roose- 


velt asked Congress for $127,500,000 to 
enable the National Youth Administration 
and the Federal Security Agency to pro- 
vide skilled defense workers. (See page 14.) 


* * * 


Defense production. Need for skilled 
workers was emphasized in reports of the 
nation’s first year of defense production. 

In 12 months, airplane output jumped 
450 units a month to 1,427, and is still 
rising; new ships numbered 115; mass pro- 
duction of tanks is near. a 


* * * 


Construction. Stimulated by defense ac- 
tivity, the building industry is enjoying its 
busiest period in a decade. Federal Hous- 
ing Authority reported loans at new peaks 
as the House extended FHA for three 
more years, authorized a loan fund of 
$1,000,000,000. 

Defense Housing Co-ordinator Palmer 
announced that 87,260 houses had been 
authorized; 25,758 for enlisted men, 61,- 
521 for civilian defense workers. 


* * * 


Lumber. A measure of housing demand 
is found in the estimate that 8,228,000,000 
feet of lumber will be required in the sec- 
ond three months of 1941, compared with 
7,488,000,000 feet in the first quarter. 


* * * 


Government plants. Meanwhile Con- 
gress prepared to enable the Government 
to go into defense production on its own 
account by enlarging the lending power of 
the Reconstruction Finance Corporation 
by $1,500,000,000. (See page 18.) 


* * * 


Subcontracts. Prospects improved for 
additional defense business to small plants. 
Officials of the Office of Production 


Management announced that more sub- 
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contracting must be done, hinted broadh 
that compulsory “farming out” might be 
adopted. 


* * * 


Exports. Extension of export controls ty 
U.S. territories and possessions, authorized 
in a bill approved by the Senate, for. ¥ 
shadowed greater U.S. activity in ec. 
nomic warfare. 

First application of the extended export 
controls to transshipped goods also came 
to light when Soviet Ambassador Ouman. 
sky protested detention of a Russian-char. 
tered ship at San Francisco. 


* * * 


Wool. The importance of wool to defen 
was stressed by OPM Purchasing Director 
Nelson’s estimate that 259,000,000 pound 
are needed for the Army, Navy, Rei 
Cross, WPA and Treasury. This amounts 
to more than 28 per cent of the total 
U.S. supply. 


* * * 

Prices. Attorney General Jackson stated 
that Leon Henderson’s Office of Price 
Administration and Civilian Supply could 
count on support and co-operation of the 
Antitrust Division in enforcing price con- 
trols. Meanwhile prices continued to edge 
higher. (See page 16.) 


* * * 


Farm products. Higher incomes fo 
farmers and higher grocery bills for house 
wives were foreseen as a result of Cor- 
gress’s approval of the 85 per cent parity 
farm loan bill. 

Passage of the bill was attended by the 
first dollar quotation for wheat in 194]; 
for higher bids on corn and cotton. To- 
bacco and rice, also covered by the bill 
already are selling above parity prices. 


* * * 


Radio. Order of the Federal Communica 
tions Commission to destroy “monopoly” 
in radio broadcasting has brought forth « 
storm of protest, and bitter dispute within 
the industry. One chain already has with- 
drawn from the broadcasters’ associatiot, 
and Senator White, of Maine, has called 
for a Senate investigation of the Feder 
Communications Commission. 


* * aa 


(On pages referred to in parenthest 
above will be found more extended treat- 
ment of the topics mentioned.) 
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I it is in The United States News it must be correct 





At a meeting of the House Ways 
and Means Committee on May 7th, 
Congressman A. Willis Robertson 
of Virginia was questioning Leon 
Henderson, administrator of the 
Office of Price Administration and 
Civilian Supply, regarding the new 
tax bill entitled, “Revenue Revi- 
sion of 1941.” 

Representative Robertson in 
making a point used a chart from 
the United States News for May 2, 
1941, and asked, “Do you think 
that chart is correct?” 

Replied Mr. Henderson, “If it is 


in The United States News, I would 
assume that it was.” 

Such a statement before the im- 
portant House Committee on Ways 
and Means by a man who is in a 
key position in the Government is 
evidence of the care with which 


The United States checks 


every fact. 


News 


You can be certain that if it is 
in The United States News it is cor- 
rect. It has to be—too many key 
people in and out of Government 
rely on the facts and the interpre- 
tation in The United States NEWS. 


This constant watchfulness for accuracy ex- 
plains why important men and women throughout 
America look to The United States NEWS for a 
complete and correct report on what is actually 
taking place. Day by day in this crisis, more and 
more leaders in business and the professions turn 
to this handy, concise way to keep up with every- 
thing affecting our national life. 
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National Steel 
is adding 


NaTIonaL STEEL CorporaTIon is doing its part to 
sustain and increase the production of materials so 
essential to meet the unprecedented demands for steel 
created by war and the all-important defense program. 
The latest step in the company’s eleven-year record 
of continuous growth is a substantial expansion of 
coke and pig iron production at each operating division. 
The program includes construction or rebuilding of 


the following facilities: 


At Weirton Steel Company: Construction of 
a new blast furnace and an additional battery 
of 45 coke ovens. 

At Great Lakes Steel Corporation: Rebuild- 
ing and enlargement of a blast furnace. 

At Hanna Furnace Corporation: Rebuilding 


of a blast furnace. 


It is estimated that the increased amount of pig iron 
to be available upon completion of the present pro- 
gram will make possible an addition of approximately 
450,000 net tons, or more than Io per cent, in Na- 
tional Steel Corporation’s ingot production. 

These additions to the property of the operating 
divisions of National Steel Corporation will contribute 
importantly to national welfare and security by help- 
ing to make available an increased amount of the steel 


so very necessary to the defense program. 





NATIONAL STEEL CORPORATION 


Executive Offices: Pittsburgh, Pa. 








Owning and Operating: 
WEIRTON STEEL Company, Weirton, W. Va. 
Great Lakes Steet Corporation, Detroit, Michigan 


Tue Hanna Furnace Corporation, Buffalo, N.Y., Detroit, Michigan 
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FRENCH-GERMAN COLLABORATION: 
NEW DANGERS TO AMERICA 


France’s South Atlantic Possessions as Menace to Hemisphere Safety 


U.S. facing problem 
of possible Nazi use of 
Dakar and Martinique 


The danger spots that may precipitate 
action by American armed forces continue 
to grow in number and importance. As 
these points of danger—so described by 
military and naval officials—increase, there 
admittedly is an increasing possibility of 
conflict involving the United States. 

In February and March, the principal 
danger of a fight was in the Pacific. In 
April and early May, the danger, as seen 
by high military officials, was in the 
North Atlantic shipping lanes—the area 
around Greenland and Iceland. Today, 
as other trouble zones remain, the princi- 
pal dangers are in the Caribbean and 
South Atlantic. 

These new dangers bring the threat of 
another defeat for this nation’s diplomacy. 
They grow out of the apparent decision 
of Marshal Pétain, French Chief of State, 
to go along with Germany in economic and 
political co-operation, rather than to co- 
operate with the United States in return 
for American food and supplies. Marshal 
Pétain’s announcement at once raises 
problems for the United States—problems 
that the Army and Navy long have 
studied. 

Attention today, as a result, is center- 
ing on these strategic areas and forces 
which France can place at the disposal 
of Germany: 

Martinique: Here is an island in the 
heart of the Caribbean, which supposedly 
is an American lake. That island is under 
French control. If France collaborates with 
Germany, it offers a possible danger point 
within this country’s defensive ring. On 
the island are nearly 100 American-made 
airplanes, more or less damaged by expo- 
sure to the weather, and nearly a billion 
dollars’ worth of French gold. At the is- 
land are a French airplane carrier and a 
French cruiser. There, also, are French 
troops and improved defenses. 

t now is necessary to use American 
Warships to guard that island. While at 
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MARSHAL PETAIN AND ADMIRAL LEAHY 
The pressure from Berlin was too heavy 


that task, these warships cannot be em- 
ployed elsewhere, as needed. Consequently, 
there is raised the question of employing 
pressure to bring about a shift of control 
at Martinique. With France tacitly a part 
of the German-Italian-Japanese Axis, the 
Axis obtains a foothold in the Caribbean. 

Dakar: Here is the nearest land point on 
the African coast from which contact can 
be made with South America. Naval strat- 
egists insist that this point, if in the hands 
of an enemy, is of great danger to the 
United States, for two reasons: (1) Op- 
erating out of its harbors, surface raiders 
or submarines can interfere effectively with 
Western Hemisphere commerce and can 
make very difficult the control of South 
American waters by an American fleet; 
(2) using air bases at Dakar, an enemy 
has only an 1,800-mile hop to South Amer- 
ica, contrasted with much greater distances 
from the United States. 

This country must decide whether it can 
afford to see German planes, submarines 
and surface raiders based upon Dakar. If 
not, it must decide what to do. 

The situation confronts American high 
officials with an awkward dilemma. Mar- 
shal Pétain’s announcement indicates in- 


creased collaboration with Germany, but 
does not reveal exactly how far this col- 
laboration extends. If it includes only giv- 
ing Germany free access to French pos- 
sessions, a warlike action by this country 
or Britain—such as the forcible seizure of 
Dakar—might bring France into full mili- 
tary collaboration with Germany. In that 
case the French Navy and what is left of 
the French Army could be expected to 
fight on the side of Germany. On the other 
hand, if the new understanding involves 
full military co-operation by France with 
Germany at the outset, Germany might 
occupy Dakar and other strategic areas 
while this country still was getting ready 
to act. 

French Guiana: Here is a French pos- 
session on the coast of South America, not 
far from the American base at Trinidad 
and within range of the Panama Canal. 

With France co-operating with Ger- 
many, this possession might be used as a 
fueling station for submarines or a base 
for airplanes. It might be used, along with 
Dakar, in a Nazi plan for the encirclement 
of Brazil. Its continued control by France 
would require constant vigilance by the 
American Navy and, as in the case of 
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Martinique, would divert ships that might 
be needed elsewhere. 

The French Fleet: Here is a still formid- 
able force of warships that could be used 
to augment the Axis’ combined 
strength and possibly to 
U.S.-British naval supremacy. 

Best information concerning the present 
size of the French Fleet is this: Of com- 
pleted ships, it includes one battleship, 
one aircraft carrier, 14 cruisers, 50 destroy- 
ers and 60 submarines. Ships being built 
include 4 battleships, 2 aircraft carriers, 3 
cruisers, 30 destroyers and 22 submarines. 

The French Fleet, if actively aiding the 
Germans, could seriously complicate the 
defense problem of the United States, in 
the opinion of naval experts. 

It was because of Hitler’s possible use 


naval 
challenge the 


that President Roosevelt acted swiftly 
after Marshal Pétain’s announcement. 
American guards were placed on the Nor- 
mandie and 13 other French ships in Amer- 
ican ports. This action coincided with 
Senate passage of the bill authorizing the 
President to acquire 84 foreign ships, in- 
cluding the 2 German, 26 Italian, and 36 
Danish ships already seized. The 14 French 


ships will add 152,000 tons to the 9,000 
tons of German ships, 140,000 tons of Ital- 
ian ships and 124,000 tons of Danish ships. 
Other moves by President Roosevelt are 
intended to counter the fresh burst of Axis 
activity. Admiral Ernest J. King, who 
commands the Atlantic Fleet, is back on 
the job after a conference with the Presi- 
dent. Under instructions from the Presi- 
dent, Admiral William D. Leahy, Amer- 
ican Ambassador to France, is keeping 
close watch on the course followed by the 
Vichy Government. For six months the 
Ambassador has been trying to woo Mar- 
shal Pétain and Admiral Darlan, away 
from collaboration with Germany, but the 
pressure from Hitler seems to have been 
too great. Question now is whether Ad- 
miral Leahy is to be recalled. 
Developments in France, Russia, Egypt, 
Syria and Iraq combine to make the threat 
of German aggression in the Western 
Hemisphere more menacing than ever, in 
the opinion of high officials of this Govern- 
ment. They fear that the British may be 
driven out of the Mediterranean. In that 
case, the Germans, would be almost certain 
to occupy Dakar unless this country and 
Britain had occupied it first. The Germans 
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could get there by air, while this country 
and Britain have to operate from the sea, 

Action at Dakar or Martinique is seep 
as a possible job for the United States 
Marine Corps. Including reserves called to 
active duty, the Marine Corps now has a 
strength of 51,000 officers and men. Its 
base nearest to the scenes of possible ac- 
tion is at Guantanamo, Cuba. 

As the danger spots in the South At. 
lantic increase, these others remain: 

The North Atlantic: Shipping in that 
area continues to be sunk and the British 
are hard pressed for food and equipment, 
Assistant Navy Secretary Forrestal comes 
back from London with word that the 
British need 200 big bombers to help 
protect their ships. 

Singapore and the Philippines: Wheth- 
er Japan finally will move southward jis 
still an open question in the minds of 
Washington officials. Meanwhile, 21 big 
bombing planes have been sent to Hawaii, 

The Red Sea: Hitler claims that the 
Red Sea is still a combat zone and that 
American ships going through it will be 
sunk. But President Roosevelt is ignoring 
those claims and American ships are ar- 
riving in Egypt with supplies for Britain. 
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WEAKNESSES IN MEDIATION 


Loss of 6,481,900 Man-Days Since President Created Board 


Six times as much 
work lost as in 
preceding period 


President Roosevelt is now preparing to 
strengthen the Government’s defense labor 
policy. The President is insisting that 
mediation be substituted for strikes. De- 
spite the eleventh-hour settlement of the 
General Motors dispute, and recent suc- 
cesses in halting several spectacular stop- 
pages, the present mediation machinery is 
not fulfilling defense needs. More strikes 
delayed defense work last week than in 
any other week this year. And more strikes 
are threatening in the coal industry and in 
a score of plants vital to defense. 

The facts: When the President on March 
19 asked employers and union Jeaders to 
settle their disputes by mediatipn, he set 
up the National Defense Mediation Board 
as a sort of “supreme court” in labor mat- 
ters. From the first of the year to that 
day, labor disputes already had cost the 
defense program 950,000 man-days of time 
lost. Strikes that have occurred since the 
President’s order have cost more than six 
times that amount, or approximately 
6,481,900 man-days. In all, 111 strikes— 
about four-fifths called by CIO unions— 
have interrupted defense work since the 
President announced his defense labor 
policy. 

The Mediation Board has been working 
at top speed. Production has been resumed 
on 23 defense projects as a result of the 
Board’s efforts. In seven other cases, 
strikes were averted after the Mediation 
Board was called in. The Board has suc- 
ceeded in 30 of the 34 cases it has been al- 
lowed to handle. 

Weaknesses in the President’s mediation 
plans have been admitted by the Admin- 
istration’s labor relations experts—Dr. Wil- 
liam M. Leiserson, member of the Na- 
tional Labor Relations Board; Edward H. 
McGrady, labor adviser to the Secretary 
of War, and William H. Davis, vice chair- 
man of the Mediation Board. 

The weaknesses: 1. Lack of co-ordina- 
tion among the five agencies charged with 
settling labor disputes. Two and some- 
times three different agencies now partici- 
pate in the same dispute. 

The Conciliation Service, oldest in the 
field, continues to operate in most disputes. 
The Labor Section of the Office of Produc- 
tion Management has 50 labor advisers 
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scattered around the country—about 25 
former union leaders and an equal number 
of industrial relations consultants. The Na- 
tional Labor Relations Board field agents 
appear wherever charges of Wagner Act 
violations are made. The Maritime Labor 
Board offers its services in all waterfront 
disputes. Duplication of effort has not only 
served in some cases to confuse both em- 
ployer and union leaders, but has re- 
sulted in contradictory information reach- 
ing Washington on the seriousness of the 
dispute. 

2. The Mediation Board has no original 
jurisdiction over a labor dispute. It can 
intervene only when formally requested to 
do so by the Secretary of Labor. This 
request is made only when other methods 
of conciliation appear to have failed. Ad- 
vice from the Conciliation Service and the 
OPM labor officials on whether a case 
should be turned over to the Board some- 
times conflicts. At the same time, the War 
and Navy Departments assert that they 
should have a voice in determining which 
are the most important defense cases. 

Under this system, neither the employ- 
er nor the union leaders know whether 
they will have the services of a fact-finding 
board before the strike deadline is reached, 
or after the strike has begun, or whether 
their case will go to the Mediation Board 
at all. Of the 111 strikes that have oc- 


curred since the Mediation Board got to 
work, only 16 have been referred to it. 

The Board itself has complained that 
the present system tends to load up its 
docket with many small cases, many of 
which are less important than those dis- 
putes allowed to come to a strike. 

3. Operation of the present Board 
through a series of panels, each requiring 
at least one representative of the public, 
the employers and the unions, necessarily 
limits the number of panels that can op- 
erate at one time to six—the number of 
public members on the Board. This num- 
ber is reduced by the fact that each public 
representative is expected to give only 
part of his time to the Board. Already the 
Board has found itself overloaded with 
cases. Some disputes have been turned 
back to the Conciliation Service for fur- 
ther mediation, while others have been 
left to direct negotiations. 

Changes in prospect: Co-ordination of 
the Mediation Board and the Conciliation 
Service may be attempted by the appoint- 
ment of Dr. John R. Steelman, director of 
that Service, to the position of executive 
vice chairman of the Mediation Board, 
with full administrative authority over 
both agencies. Greater power is expected 
to be placed in the hands of the Board to 
select its own cases, with advice of the War 
and Navy Departments and the OPM. 

Under consideration also is a plan to 
set up a series of circuit panels to operate 
directly in the large industrial centers. 
These circuit panels would handle the 
smaller cases, leaving the Mediation Board 
in Washington the most difficult and most 
important disputes. 

In the opinion of one veteran conciliator, 
Mr. McGrady, the present “patchwork” 
mediation system cannot succeed until the 
operating agencies are co-ordinated under 
a central policy and that policy is outlined 
in blueprint form. Mr. McGrady asserts 
that once a blueprint is made, 99 per cent 
of the unions will accept it. 

Many members of Congress doubt that 
the blueprint will be followed until there 
is some threat of penalty if union leaders 
and employers fail to make full use of the 
new mediation machinery. 

A subcommittee of the Senate Com- 
mittee on Education and Labor has begun 
hearings on a bill introduced by Senator 
Ball (Rep.) , of Minnesota, to make illegal 
any strike called before mediation had 
been given a full opportunity to function. 
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Stronger System of Priorities 
Soon to Affect Consumers 


Defense Program Forces a Broadening of Government Controls 


President to decide whether 
business shall have voice 
in determining program 


War demands are about to force Govern- 
ment more deeply than ever into the daily 
lives of the people. These war demands 
today are beginning to reach colossal pro- 
portions. At many points they are coming 
into conflict with civilian de- 
mands. 

As a result: An order from 
Washington may one day soon 
result in shutting off supplies 
from some industries. Another 
order may call for huge expan- 
sion by other industries. Still 
a third order may start ration- 
ing of the purchases of some 
types of goods available to 
ordinary citizens. 

Until now: Business has run 
pretty much as usual. Manu- 
facturers were able to make au- 
tomobiles and refrigerators and 
washing machines and stream- 
lined trains and a multitude 
of other goods, fitting arma- 
ment into spare time. Civilians 
were able to buy anything 
they wanted with their ex- 
panding income. There seemed 
to be plenty of the steel and 
aluminum and nickel and zine 
and copper and other metals 
that form the backbone of the 
manufacturing industry. 

Now: There no longer is enough steel to 
meet all armament demands and all civil- 
ian demands for houses and cars and the 
multitude of other goods people buy. There 
isn’t enough aluminum for the aircraft in- 
dustry and warship industry and other 
armament industries and for the pot and 
pan industry as well. There isn’t enough 
rubber to make tires for an unlimited 
number of automobiles for civilian use 
and for trucks and tanks and gun carriages 
and other weapons that use rubber. There 
isn’t enough zinc or nickel or brass or 
bronze or magnesium or tin or tungsten 
or other metals for both wartime and 
peacetime demand. 

Here, then, is the issue: Either ways and 
means must be found to produce vastly in- 
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creased amounts of the raw materials that 
are used by both armament and civilian 
industries, or civilian industries gradually 
must shrink as their supply of raw mate- 
rials is diverted more and more to arma- 
ment. 

New Deal view: This is the view that 
industry should engage in a vast expan- 
sion of its facilities for production. New 
Dealers have argued for a year that the 


steel industry and aluminum industry and 
railroad industry and power industry 
should prepare to fill demands on a scale 
that seemed fantastic at the time. The 
steel industry that now is able to produce 
84,000,000 tons a year and will be able to 
produce 92,000,000 tons next year should, 
in their opinion, get set to turn out 
110,000,000 tons. The aluminum industry 
that now produces about 600,000,000 
pounds of aluminum should, in their opin- 
ion, be prepared to produce at least 1,500,- 
000,000 pounds. And so on down the line. 

Business view: This is the view, in gen- 
eral, that output for civilian use should be 
curtailed, so far as possible, to permit the 
armament industry to be fitted into exist- 
ing industrial plant. Businessmen remem- 
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ber what happened after the last war when 
a vast new armament industry had to be 
liquidated. They often prefer wartime 
regulation, with rationing for consumers, 
to the thought of postwar adjustments 
when a huge amount of new plant would be 
on hand, unused and attracting attention. 
Also, businessmen cannot accept the re- 
sponsibility for investing in new plant and 
equipment when they do not have in hand 
the actual orders that will jus- 
tify that expansion. 

The business view, in many 
important respects, prevailed 
over the New Deal view. 

This means that the time is 
near at hand when civilian de- 
mand must be limited to make 
way for armament demand, if 
armament demand is to be 
met. A start already is made 
in rationing of aluminum and 
nickel and magnesium and 
machine tools. A further sign 
of what lies ahead is found 
in the agreement of the auto- 
mobile industry to limit 1942 
model output to 4,200,000 
cars. Leon Henderson, as price 
controller, explains that there 
will be thousands of things 
that consumers, with money 
to spend, will be unable to buy 
in the months ahead. He thinks 
that there may be $6,000,000, 
000 of cash looking for an out- 
let in the form of goods that 
consumers want and would 
buy, but will be unable to get. 

At this point there enters the big prob- 
lem of wartime control. 

The problem is this: How to decide 
that one businessman should be permitted 
to obtain material to keep his business op- 
erating while another businessman is de- 
nied material? How to determine who shall 
wield the power to rule that one business- 
man may have shipping space or electric 
power or machine tools and that another 
may not? 

This power is the power of life and death 
over business enterprise. It is the power 
to decide which business enterprise is ¢ 
sential and which nonessential; which in- 
dustry is to be permitted to share in the 
billions of dollars of new consumer pur 
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chasing power and which industry is to be 
denied a share; which industry is to expand 
and be prosperous and which to contract 
and be depressed. 

The alternatives are these: First, the 
Government can seek to dodge the prob- 
lem by a tax plan so severe or a price rise 
so sharp that civilian consumption would 
contract to make way for armament con- 
sumption. This isn’t probable. Second, the 
Government can seek to avoid over-all 
planning by confining its restriction to one 
or two industries such as automobiles and 
housing which use large amounts of many 
materials. This has many advocates. Third, 
the Government can seek to plan the dis- 
tribution of available materials in detail 
with an eye to attempted fairness for all. 
This also has many advocates. 

Under the first plan: Congress would 
need to enact a tax program severe enough 
to cut deeply into the standard of living of 
the people if enough of a cut were to occur 
in civilian demand to release large amounts 
of material to the armament industries. 
Either that, or an inflationary price rise 
would need to be accepted in goods that 
go into civilian use while the rise was being 
restrained in war materials. Congress is 
baking at a $3,500,000,000 tax plan and 
the country is seeking to avoid a runaway 
price rise, so this plan seems improbable. 

Under the second plan: A very large 
amount of material would be released for 
defense needs. The automobile and hous- 
ing industries use steel and aluminum and 
copper and brass and many other mate- 
rials that are required by armament in- 
dustries. Those industries also use large 
numbers of skilled workers. The automo- 
bile industry uses many machine tools. A 
first cut of 20 per cent in projected car 
production for the 1942 model year— 
starting August 1—will ease the armament 
supply situation temporarily. Another 
similar cut is being talked about. But: In 
the end this type of control will be insuf- 
ficient because armament demands, on the 
basis of present plans, are to be far greater 
than the automobile and housing indus- 
tries can fill with any sacrifices they make. 

Under the third plan: A great extension 
must be made in the use of Federal Gov- 
emmment power. Congress now is voting 
much of the power needed to supplement 
existing powers. The machinery to impose 
priorities in industry—in other words, to 
tation—is being constructed in the Office 
of Production Management and in the 
price control administration. That power, 
as far as it affects armament demands, is 
wielded by Edward Stettinius, of the 
OPM. The Army and Navy share in the 
exercise of rationing authority. The pri- 
orities so far imposed are those of ‘the or- 
ganization Mr. Stettinius heads. 


MAY 23, 1941 


This third plan is the one that is cer- 
tain, with prolonged war, to become most 
important. 

The guide to its operation is military 
need. If the Army and Navy need steel 
or aluminum, the priorities machinery is 
designed to make certain that they get 
steel and aluminum before any civilian in- 
dustry is served. Then, too, between the 
Army and Navy, and among their orders, 
there are further priorities, based upon the 
relative importance of each order. 

How priority power is to be exercised 
is of the very greatest importance to in- 
dustry. Debate now is under way inside 
the Government on the shape of the ma- 
chinery that finally will exercise this 
power, and on the part that industry will 
play in that exercise. The two suggested 
methods of administration are these: 

Direct Government administration: This 
is the method that is favored by most 
New Deal officials. It calls for action 
based upon official decisions reached after 
consideration of issues involved. Under 
this method, Government would take re- 
sponsibility for decisions affecting the life 
of individual business enterprises and af- 
fecting the distribution of materials among 
industries. 

Industrial self-government: This is the 
method suggested by Bernard Baruch and 
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supported by many persons in industry. 
It calls for industry committees to be set 
up along the line of NRA code committees. 
These committees then would consider the 
problems growing out of ‘rationing and 
would have a voice—in co-operation with 
Government—in determining how those 
problems should be dealt with. 

An experimental industry committee is 
set up in steel. That committee may study 
the problem of priorities and may reach 
decisions and make recommendations con- 
cerning the application of priorities to the 
steel industry. Through an industry com- 
mittee, if this plan is accepted, each in- 
dustry would exercise a voice in policy 
decisions. Likewise, industry committees, 
functioning in defense industry, could be 
given assurance that agreements reached 
concerning production and prices and ex- 
pansion would be reached with assurance 
that antitrust laws would not come into 
play. 

New Dealers argue that the industry 
committee plan is, like the old NRA plan, 
a move in the direction of cartel operation. 
The present New Dealers are not sold on 
the cartel as a means of over-all industrial 
organization. They also argue that this 
method, in a slightly different form, was 
tried out in England during early months 
of the war and broke down due to the in- 
sistence of industrial groups that their 
particular interests be protected regardless 
of the over-all effect. 

President Roosevelt will decide the ar- 
gument between those who favor a meas- 
ure of industrial self-government in ad- 
ministering any system of rationing and 
those who favor outright Government di- 
rection. At this time the odds favor out- 
right Government direction, with industry 
granted some assurance that antitrust laws 
will be waived in case of concerted action 
taken in connection with defense. 

The one certainty appears to be that the 
days of armament and of business-as- 
usual, at the same time, are definitely 
numbered. 

Ahead is a period when Government 
will be forced to undertake a measure of 
industrial planning to deal with problems 
that will grow with material shortages as 
armament demands take up more and 
more of the available materials. 

This planning will grow in importance 
and in scope as the armament effort 
progresses. It will start with particular 
situations in particular industries and then 
will extend to whole industries and gradu- 
ally to much of American business. 

Out of this developing problem grows 
the issue of power, the issue of who is to 
do the controlling that now lies ahead. 
That issue is likely to be settled by 
President Roosevelt. 
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‘FORCED SAVINGS’ PLAN 
TO FINANCE DEFENSE? 


Problem of Keeping ‘Wildcat Billions’ From Causing Runaway Prices 


Suggested curtailment 
in spending for clothing, 
household goods, automobiles 


A sudden upward jump in prices is caus- 
ing a new flurry among Government plan- 
ners. They fear that the billions of added 
purchasing power now being poured out 
to finance the defense program will be- 
come “wildcat billions.” They are trying 
to figure out ways to prevent these bil- 
lions from being translated into rapidly 
rising prices which would pave the way 
for a big crash later on. 

Background for the new concern is this: 
Prices of 28 commodities which change 
most quickly are now 42 per cent above 
what they were at the beginning of the 
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European war. Much of this increase has 
come since last February. Congress raises 
prices of food and cotton by setting 85 
per cent of “parity” as the minimum for 
Government commodity loans. Labor is 
demanding and getting wage increases of 
10 to 20 per cent. This in turn is contrib- 
uting to higher prices. An uncontrolled, 
inflationary spiral is seen as a distinct 
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possibility unless effective action is taken. 

While Government officials, led by Leon 
Henderson and Lauchlin Currie, are wres- 
tling with this problem, an expert from 
Britain arrives in this country to give the 
benefit of his country’s experience. That ex- 
pert is John Maynard Keynes, long known 
in this country as an adviser of President 
Roosevelt and the father of the New Deal 
spending economics. 

The arrival of Mr. Keynes focuses in- 
terest on the studies now being made in 
Washington. The probable rate of defense 
spending is being calculated. Answers to 
questions of where and how to bring cuts 
in civilian production and consumption are 
being sought. Plans for “forced savings” 
are being considered at the Treasury, at the 
National Resources Planning Board, at the 
Federal Reserve Board, at the Social Se- 
curity Board. 

The over-all picture. In their approach 
to the problem of controlling prices, Gov- 
ernment economists are looking first at the 
rate of defense spending. They calculate 
that from $15,000,000,000 to $20,000,000,- 
000 a year, over and above previous ex- 
penditures, is to be spent on the defense 
program. 

This means that the national income is 
being increased by a similar amount. In 
1939, the national income was $70,000,- 
000,000 and, in 1940, it rose to $74,000,000,- 
000. Predictions are that this year it will 
be about $82,000,000,000. Next year, as the 
defense program gets into high gear, the 
national income is expected to rise toward 
$90,000,000,000. 

Within a few months, if the defense 
program goes forward without interruption, 
industry will reach capacity production 
and the unemployment slack will be com- 
pletely taken up. When this point is 
reached, the billions being spent on arma- 
ment will have the effect of reducing ordi- 
nary civilian consumption and investment. 

Reduced to its simplest terms, the prob- 
lem as seen by the Government economists 
is this: Increased individual incomes, add- 
ed together, are giving the nation $15,000,- 
000,000 of new spending power. But the 
amount of goods and services the public 
can buy is no greater than before. As 
priorities and rationing go into effect, this 
amount actually will become less. There- 
fore, one of two things must happen. 


Either the $15,000,000,000 of new income 
will be translated into higher prices for 
existing goods or it will be drained off and 
prevented from being felt in the market 
place. The Government planners are try. 
ing to figure out how these billions can be 
drained off and put to work to finance the 
defense program. 

Where cuts can be made. Reductions 
in civilian consumption and investment, 
say the Government planners, should be 
made in a way that will interfere the least 
with standards of living and efficiency of 
production. They see six possible fields of 
private spending where cuts can be made. 
These are: 

1. Consumers’ expenditures for such 
things as food, clothing, household opera- 
tion and personal care. Ordinarily, on the 
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basis of an $80,000,000,000 national in- 
come, these would total $45,000,000,000. 
Government officials figure that not more 
than $3,000,000,000 should be lopped of 
this total, because such expenditures are 
made largely by people of moderate 1- 
come. Even after a $3,000,000,000 redue- 
tion, they figure that the level of expendi 
tures of this type would still be as high 
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as it was in 1939 with a $70,000,000,000 
national income. 

2, Purchase of new automobiles and op- 
eration of old ones. Expenditures for these 
purposes ordinarily amount to $5,500,000,- 
000. This total, it is believed, could be re- 
duced by $2,500,000,000. The automobile 
and oil industries actually would go on 
producing on as big a scale as before, but 
would divert part of their production to 
armament. 

3. Household equipment and _ furnish- 
ings. A reduction in expenditures for these 
purposes could set free another $2,000,- 
000,000, say the planners. 

4. Home construction. Expenditures for 
such construction might be curtailed by 
$500,000,000, officials hold. 

5. Replacement expenditures of business. 
By curtailing these, it is estimated that 
another $2,000,000,000 could be diverted. 

6. Individuals’ savings which might 
otherwise go into plant investment. Ordi- 
narily, with an $80,000,000,000 national 
income, these would total $10,000,000,000. 
The planners figure that such capital ex- 
penditures could easily be curtailed by 
$5,000,000,000. 

These six items would make a total re- 
duction of $15,000,000,000. If necessary, 
say Officials, the total could be stretched 
to $20,000,000,000 without bringing seri- 
ous consumer hardship or impairing the 
nation’s ability to produce. 

How cuts can be made. The various 
reductions in private spending can be 
brought about through a combination of 
methods, it is pointed out. 

Plant investment can be cut down 
through control of new capital issues, 
through an excess profits tax, and through 
a special tax on purchase of new machin- 
ery. During the last war, new issues of 
capital were controlled by the Capital Is- 
sues Committee. Methods to accomplish 
a similar purpose are now being studied. 
Such control, it is suggested, would affect 
long-term loans now being made by com- 
mercial banks, life insurance companies, 
investment companies and other financial 
institutions. 

Consumer spending can be cut down 
through heavier income taxes, through ex- 
cise taxes, through higher interest rates on 
mortgage loans, through stiffening of the 
terms for installment credit, through vol- 
untary savings, and through forced sav- 
ings. The excise taxes, if one group has its 
way, would be levied on products which 
compete with defense production—auto- 
mobiles, gasoline, household equipment and 
luxury articles. 

_ Thus far, recommendations for increases 
in income tax schedules would put most of 
the burden on the group with incomes 
ubove $2,000 a year. But the view is ex- 
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pressed that this would go only part way 
in solving the price-control problem. The 
bulk of the increased income resulting from 
the defense program is going to wage earn- 
ers in the low-income group. It is being 
received in the form of higher wage rates, 
more hours of employment, and more over- 
time pay. 

Some means must be found, in the view 
of the Government planners, to recapture 
this increased spending power for the Gov- 
ernment. The New Deal philosophy is that 
heavy taxes should not be laid on those 
least able to pay. Instead, they favor some 
plan which would recapture this increased 
spending power in another manner. 

One way to recapture it would be 
through the sale of defense bonds and de- 
fense certificates. But, to date, results of 
the campaign to raise money in this way 
are disappointing. 

Forced savings. The answer to the prob- 
lem, as some Government officials see it, 
is a method of forced savings on the order 
of the Keynes plan now in effect in Brit- 
ain. 

Their recommendation is that, instead 
of raising only $3,500,000,000 in taxes, 
Congress should levy a total of $10,000,- 
000,000. Of this amount, $5,000,000,000 
would consist of deferred tax credits which 
could be cashed by individuals after the 
war, in somewhat the same way as Social 
Security benefits are payable at some fu- 
ture date. 


The plan would call for contributions 
from all family incomes above $1,000, in- 
stead of starting with $2,000 as at present. 
Rates would be graduated, starting with 
an average rate of 2 per cent for family in- 
comes of $1,000 to $1,500. This rate would 
be further raised to 25 per cent for the 
average family with an income of $5,000 
to $10,000, and to 75 per cent for those 
with incomes of more than $100,000. 

Of the contributions by families in the 
low-income groups, about 75 per cent 
would be set up as “deferred tax credits.” 
The amount of such credits would grade 
down to 10 per cent for those in higher-in- 
come groups. 

In Britain, the money raised in this way 
is called “deferred pay” rather than forced 
savings. Under the British “deferred pay” 
plan, the money to be taken by the Gov- 
ernment is collected by the employer. The 
amount in each case is based on the amount 
of earnings at some earlier date. A postal 
savings account is opened in the name of 
the employe, and the sums credited to him 
will be available to him after the war. The 
proportion of money taken which is classed 
as “deferred pay” is very small for the 
rich, about half for the middle-income 
group, and as high as 100 per cent for those 
of lowest income. 

Another variation of the plan has been 
suggested by Dr. Douglas Brown, of 
Princeton University, chairman of the ad- 
visory council of the Social Security 
Board. Dr. Brown would have the Gov- 
ernment levy a “dismissal tax” on pay 
rolls, to be collected along with the other 
Social Security taxes. Proceeds of the tax 
would be placed in a special reserve and 
would be used to pay a lump sum to an 
employe who lost his job after the end of 
the war. Social Security experts point out 
that the ordinary unemployment compen- 
sation of half pay for 15 weeks does not 
solve the employe’s major problem of re- 
locating himself. A lump sum payment, on 
the other hand, would remedy this situa- 
tion. 

Advantages for the forced savings plan, 
in the experts’ view, are three: 

1. It would go a long way toward fi- 
nancing the total cost of the defense pro- 
gram. 

2. It would help control prices. 

8. It would be of great value in avert- 
ing or cushioning a postwar slump. 

Mr. Keynes, in describing the working 
of his plan in Britain, says he hopes that 
prices can be kept from rising more than 
20 or 25 per cent above prewar. In the last 
war, prices in Britain, as in the United 
States, were more than doubled, with dis- 
rupting effects. If the lessons of experi- 
ence are heeded, he believes, such drastic 
changes can be avoided this time. 


17 








The National Week 





RFC Financing of Factories: 
lts Future Effect on Industry 


Expansion of Government Lending Activities Leads 
To Fears of Postwar Competition With Business 


Expansion of aluminum and 
synthetic rubber production 
assured by new loans 


Congress is preparing to give the Recon- 
struction Finance Corporation almost un- 
limited authority to finance the expansion 
of defense plants. The Senate has passed 
a bill adding $1,500,000,000 to the RFC’s 
borrowing power and favorable action by 
the House is expected. 

Besides giving the agency more money 
to loan, the bill also authorizes the RFC 
both to finance defense plant expansion 
and to engage in the manufacture of de- 
fense materials itself. Principal purpose of 
the measure is to break bottlenecks in stra- 
tegic defense materials, but authority is 
extended to make arms, ammunition, im- 
plements of war and “other articles needed 
for defense.” 

However, one limitation has been im- 
posed through an amendment sponsored 
by Senators Brown (Dem.), of Michigan 
and Taft (Rep.), of Ohio. The RFC can- 
not build or finance projects that have 
been considered and rejected since Jan- 
uary 1, 1926. This amendment is designed 
to prevent RFC financing of such projects 
as the St. Lawrence seaway, the Florida 
ship canal and the Passamaquoddy power 
project in Maine—all of which have been 
turned down in Congress. 

Present indications are that Federal 
Loan Administrator Jesse Jones plans to 
confine RFC activities to rubber and 
aluminum, but, if other material shortages 
arise as war industry shifts into high gear, 
the RFC might be forced into other in- 
dustrial ventures. 

Rubber is the most important immediate 
problem, and Mr. Jones has announced 
that the Defense Plant Corporation has 
agreed to finance construction of four syn- 
thetic rubber plants. These plants are to 
be operated by four established rubber 
manufacturing companies. The rubber ven- 
ture, however, is a modest one. Each plant 
is to be built with a capacity of 2,500 tons 
a year, capable of expanding to 10,000 
tons. 

Normal U.S. rubber consumption is 
600,000 tons a year and at present almost 
800,000 tons are being consumed by civil- 
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ians, the Army and the Navy. The new 
rubber plants, therefore, constitute but a 
short step in the direction of freeing this 
country from its dependence on Far East- 
ern supplies. They provide a nucleus, how- 
ever, which might be developed in the 
event that shipments from the Orient 
should some day be cut off, and their es- 
tablishment has been favored by Defense 
Production Chief William S. Knudsen. If 
recurring friction with Japan should de- 
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velop to the stage of war, they might be 
of value in helping to meet the needs of 
our defense forces. 

In addition to the rubber plants, Mr. 
Jones reported that the Defense Plant 
Corporation plans to purchase $200,000,- 
000 worth of machine tools to expand 
armament production facilities. These 
tools are being purchased at the request 
of William S. Knudsen, director of the 
Office of Production Management, and are 
to be leased or sold to firms already pro- 
ducing war materials. 

Aluminum is another critical material 
that holds possibilities of attracting more 
RFC money. The agency already is back- 
ing Reynolds Metals as a competitor of 


the Aluminum Company of America by 
financing plants in the South and North. 
west, that will use Government-financed 
power from the Tennessee Valley Author- 
ity and the Columbia River hydro-electric 
projects. An advance of $25,000,000 to the 
Aluminum Company of Canada for plant 
expansion also has been made. This ad- 
vance was given on a $63,000,000 order 
for the metal from the Canadian firm. Be. 
cause of the present clamor for aluminum, 
more funds may be forthcoming in the 
near future. 

More Government investments in alumi- 
num also could foreshadow further federal 
investments in electric power projects. 
Abundant electric power is essential to 
aluminum production, and reports already 
are current that a power shortage may 
arise before the defense program is com- 
pleted. Thus one Government investment 
in defense production can lead easily to 
another, and RFC is to have authority to 
make them. 

In the broadening scope of RFC finane- 
ing of defense projects is the question of 
competition with private industry. Loan 
Administrator Jones and defense officials 
disclaim any desire to encroach upon the 
private business domain. They see the 
RFC, with its vast lending power, step- 
ping in only when private capital can’t 
do the job, either because the job is too 
big or too risky. 

Counting money spent for accumulating 
reserves of strategic materials, the RFC 
has backed the defense program to the 
extent of more than $1,600,000,000. The 
Defense Plant Corp., a subsidiary, has 
loaned or agreed to loan $500,000,000 for 
acquisition of plant sites, for construction 
of buildings and for equipment in the man- 
ufacture of airplanes, machine tools, tanks, 
ships and other defense supplies. The 
plants are owned by the Defense Plant 
Corp. and leased to the manufacturer. 

Most of these plants are judged to be 
of a temporary nature, useless after the 
emergency has passed. But some may be- 
come lasting parts of the nation’s indus- 
trial equipment, as, for instance, the Gov- 
ernment-financed aluminum plants. A 
$12,000,000 loan has been made for a 
steel plant in the Houston area, where 
shipbuilding and other defense projects 
have opened a larger market for the metal. 

Despite opposition to use of RFC lend- 
ing powers for ventures likely to arouse 
fears of competition with private capital, 
sheer necessity of getting fast defense 
production may force Government credit 
agencies deeper into the financing of fae- 
tories. The emergency, in the eyes of 
many defense officials, leaves for future 
decision the delicate questions of what to 
do with the plants after the war. 
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MANY QUESTIONS; FEW ANSWERS 


Silence on U.S. Rebuke to France; a Talk on Our Undeclared Wars 


Cheerful greeting 
for newsmen after 
two weeks’ illness 


Halfway through one of his daily 
meetings with the press last week, White 
House Secretary Steve Early got off a 
rather obvious, but nonetheless remark- 
able, remark: “I am quite certain no one 
outside the White House is in a position 
to know the facts as well as those on the 
inside.” 

Mr. Early was certainly right — last 
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week, at least. While the President con- 
tinued, under doctor’s orders, to stick to 
his bed in his private quarters on the 
second floor of the White House proper, 
the rest of the Executive Mansion was 
wrapped in silence. All was quiet at 1600 
Pennsylvania Avenue. Thought several 
Washington observers: ominously quiet. 

Then, suddenly, at noon, Thursday, 
Marshal Philippe Pétain, French Chief of 
State, lifted the White House lid. And 
Franklin Roosevelt burst out of his bed- 
room barricade like a delayed-action bomb. 

Less than six hours after Marshal Pétain 
had declared that France, “by necessity,” 
had to seek an understanding with Ger- 
many, had to collaborate more closely with 
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Hitler’s plans for Europe and Africa, the 
President of the United States, in a formal 
message, strongly rebuked the government 
of unoccupied France for lending itself to 
such a “voluntary alliance.” And then, to 
show that he meant what he said, Mr. 
Roosevelt ordered the Coast Guard to seize 
all French ships in U.S. harbors. 

The next morning, at his first press con- 
ference in two weeks, the Chief Executive 
let it be known that he wanted his words 
of the night before to speak for themselves. 
Such events, such words, said the Presi- 
dent, were too serious for interpretation. 
Indeed, Mr. Roosevelt added, the world 
situation was too terribly grave to permit 
him to create hypothetical news for the 
sake of all the good press people in front 
of him. 

While the President was in a good hu- 
mor, responsive, cheerful, almost gay, he 
stood firm by his resolution to keep mum, 
and brushed aside, one after another, as 
too hypothetical, too glitteringly general, 
the many questions that suggested these 
possibilities: 

1. That the United States might take 
over Martinique or other French New 
World possessions. 

2. That Ambassador Leahy might be 
called home from Vichy to consult and 
report. 

3. Whether wheat shipments to France 
would be discontinued completely. 

4. Whether a group of Americans pre- 
pared to leave for French North Africa to 
handle food distribution there would be 
ordered to stay at home. 

5. Whether Mr. Roosevelt 
M. Pétain a free agent. 

6. Whether the French refugee govern- 
ment of General de Gaulle might be rec- 
ognized. 

7. Whether the President felt America’s 
naval patrol system was operating effi- 
ciently. 

On one subject, however, the Chief Ex- 
ecutive expressed himself freely, and at 
length. That was the announcement that 
Germany had proclaimed the Red Sea to 
be a combat area. As an answer to that 
decision, Mr. Roosevelt warned that free- 
dom of the seas was a historic American 
policy, that Hitler’s action presented the 
question of Germany’s ability to make a 
blockade there effective. Then, in a long, 
ten-minute historical dissertation, he point- 
ed out that the U.S. had fought unde- 
clared wars to maintain freedom of the 
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seas in the face of blockades which had no 
reality in actual operation. 

In schoolmarm manner, Mr. Roosevelt 
told the story of the Barbary pirates, and 
their attempt, at the beginning of the 
19th century, to impose a blockade against 
American shipping in the Mediterranean. 
Then, with great pleasure, the President 
recalled how the young government, hav- 
ing first paid tribute, even to the extent 
of making the pirates a gift of a fully 
armed frigate, finally had dispatched 
Commodore Preble with a small naval 
detachment to clean up the mess. In a 
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couple of years, said Mr. Roosevelt, the 
pirates were smashed. 

As soon as the Chief Executive had 
finished his tale, a reporter asked: “Do 
you consider, Mr. President, that today 
there are modern counterparts to the 
Barbary pirates?” Use your head, was 
Mr. Roosevelt’s reply. 

Although Franklin Roosevelt kept pretty 
much to himself most of the week, he did 
receive a few White House callers, chief 
among them being Australian Prime 
Minister Menzies and Australian Minister 
Casey. Said Mr. Menzies after an hour’s 
bedside conference: “We circumnavigated 
the globe—and it was a most stimulating 
journey.” 
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Weekly Wages 
Now Highest 
in history 
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Weekly earnings of U.S. factory workers are now the 
highest in history. The average pay is greater not only in 
terms of dollars, but in terms of what the dollars will buy. 

As the Pictogram shows, average earnings in manufac- 
turing industries are now passing $30 a week. This means 
that the weekly pay is $5.50 more than during the prede- 
fense year of 1939, and $3.60 more than it was in 1929. 
And wages and earnings are still going up. 

Meanwhile, the Department of Labor reports that one 
dollar will buy almost one-fifth more today than in 1929, 
and only one fiftieth less than it did two years ago. 

Adjustment of these two factors shows the real earn- 
ings of American workmen. Today that “real wage” is 
about one-fourth higher than the 1929 prosperity level. 
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Three factors are responsible for this big increase: 

1. Hourly wage rates are increasing rapidly, partly be- 
cause new machine methods have raised the productivi- 
ty of the individual employe, partly because corpora- 
tions have larger incomes to share with employes, and 
partly because of pressure from labor unions. In the 
steel, aluminum, electrical manufacturing, shipbuilding, 
automobile, aircraft and other industries, hundreds of 
companies have granted or are now preparing to grant in- 
creases. More than 1,000,000 employes are estimated to 
have benefited from higher wages so far this year. 

The record of hourly wage rates, averaged by the La- 
bor Department, is: for 1929—56.6 cents; for 1939—644 
cents. Today the average approximates 72 cents an hour. 
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2. The number of hours worked each week by factory 
employes, although much less than in 1929, has been in- 
creasing steadily since the defense program got under 
way. In 1929, the work week averaged just over 45 
hours. In 1939, it had dropped to an average of only 
37.6 hours. Today the average workman is employed 
for about 41 hours a week. 

3. The practice of requiring an employer to pay a 
bonus to any workmen kept on the job more than 40 
hours a week is fattening many pay envelopes in the de- 
fense industries where 44 and 48-hour work weeks are 
the general practice. This practice—usually payment of 
50 per cent over the regular hourly wage rate—was in- 
stituted first by labor unions and later was required by 
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the Wage and Hour Law to encourage an employer to 
increase his work force, to spread the work among as 
great a number of employes as possible. 

4. Union agreements in some industries require the 
payment of another bonus, this to employes who work 
on Saturdays or Sundays. Sometimes this bonus dou- 
bles the regular hourly wage rate. It must be paid 
whether or not the week-end work falls within the normal 
40-hour work week. Its purpose is to keep the factories 
shut on week ends and to stretch out available work 
over as long a period as possible. 

Today overtime and week-end bonuses are playing 
as important a part in swelling the workers’ earnings as 
are the higher wage rates. 
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HELPING AMERICA PREPARE *** 


Pioneer Sensitive Altimeters 

Pioneer Autosyn Dual Indicators 

Pioneer Venturi Tube 

Pioneer Autosyn Dual Landing Gear Indicator 
Pioneer Rate-of-Climb Indicator 

Pioneer Aviation Clocks 

Pioneer Aperiodic Compasses 

Eclipse Ammunition Rounds Counter 
Pioneer Drift Indicators 

Pioneer Fuel-Level Gauges 

Pioneer Manifold Pressure Gauges 
Pioneer Sensitive Electric Tachometers 
Pioneer Turn-and-Bank Indicators 

Pioneer Accelerometers 

Pioneer Air-Speed Indicators 

Scintilla Magneto Switches 

Scintilla Master Ignition Switch 

Eclipse Hand Hydraulic Pump 

Eclipse Centrifugal Type Oil Separators 
Eclipse Pressure Relief Valves 

Eclipse Check Valves 

Eclipse 4-Way Control Valve and Switch 
Eclipse Pressure Type Oil Separator 
Eclipse De-Icer Distributing Valve 

Eclipse Vacuum Relief Valves 

Eclipse Suction Regulating Valves 

Eclipse Propeller Anti-Icer Pump Rheostat 
Eclipse Gear-Type Propeller Anti-Icer Pump 


Eclipse Hydraulic Remote Control 
Transmitting Units 








This phantom-diagram of a 4- 
motored airplane indicates the 
approximate location of the var- 
ious Bendix-built components. 
Naturally, not all of these units 
are used in any one aircraft. 

















Bendix-Scintilla Aircraft Spark Plugs 


Zenith Edge-Type Filters 
for hydraulic lines ' 
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T BENDIX BUILDS FOR AVIATION 


Friez Flight Analyzer-Recorder Unit 
Flap Position Transmitter : i Sg 
Eclipse Electric Tail Wheel Retracting Motor 


Bendix Swivelable and Steerable 
Tail-Kauckle Assembly 
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Is Patrol of the Atlantic by U.S. Warships 
Likely to Bring Us Directly into the War? 


Joseph C. Menendez 
New Orleans, La.; Commander in Chief, 
Veterans of Foreign Wars of the United 
States, 
answers: 
Operation of naval patrols 2,000 miles 
out in the Atlantic should not directly in- 
volve us in war because the United States 
should feel justified to patrol as deemed 
necessary in defense of our honor and in- 
tegrity and in protection of our commerce 
and national security. Why should we ac- 
cept the dictates of any nations or powers? 


Frederick J. Libby 


Washington, D.C.; Executive Secretary, 
National Council for Prevention of War, 


answers: 

Naval patrols are another of these steps 
“short of” something—in this case just 
short of convoys. All previous steps have 
been followed by the logical next step, al- 
ways closer to war. 

Naval patrols 2,000 miles out in the At- 
lantic would seem to be deliberately pro- 
vocative, inviting attack like ‘the boy’s 
chip on the shoulder. If they don’t bring 
attack, it will not be the President’s fault. 


Edwin Borchard 


New Haven, Conn.; Professor of Law, Yale 
University; U.S. Technical Adviser, Confer- 
ence on Codification of International Law, 
1930, 


(by telegraph) 


answers: 

It is possible that the naval patrols 
would involve us directly in war, but 
whether it will depends somewhat on Ger- 
many and on the reaction here to the pos- 
sible sinking of patrol vessels. 

Since we have already committed nu- 
merous acts which cannot be reconciled 
with neutrality, but only with belligerency, 
the naval patrol would merely be another 
act of this type. If the purpose is to no- 
tify one belligerent of the presence of sub- 
marines of the other belligerent, it is ob- 
viously not a neutral act. 


Estelle M. Sternberger 


New York City; Executive Director, World 

Peaceways, Inc.; International Secretary, 

World Organization of Jewish Women, 
answers: 


It is doubtful whether we can operate 
naval patrols 2,000 miles out in the Atlan- 
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While the country debates con- 
voys, President Roosevelt has taken 
the positive step of extending our 
naval patrols “as far as necessary” 
across the Atlantic. Admiral Stark, 
Chief of Naval Operations, has 
said that they are “2,000 miles 
out,’ and the country wonders 
what will develop out of this use 
of our ships so near the combat 
zone—both in the way of real as- 
sistance to England and possible 
instances which might lead us into 





war. To obtain a cross section of 
informed opinion, The United States 
News sent to naval and defense 
experts and authorities on inter- 
national affairs this question: 


Is the operation of our naval 
patrols 2,000 miles out in the 
Atlantic likely to involve us 
directly in war? 


Answers were presented in the 
issue of May 16 and additional 
replies appear herewith. 





tic without some incidents between our 
warships and those of Germany and Italy. 
The way events are going, I expect such 
incidents to occur. 

Instead of repeating Woodrow Wilson’s 
“too proud to fight,” President Roosevelt 
may announce: “Too busy to fight.” Too 
busy with making this arsenal more pro- 
ductive for the nations already fighting 
the Axis. Too busy with planting the roots 
of democracy deeper in Britain, Canada, 
India, China and in the British parts of 
the Caribbean. 

If the President adheres to these re- 





—Wide World 


JAMES KEMPER 





sponsibilities, as I have every reason to 
believe he will, they will be decisive in 
saving America from an all-out participa. 
tion in the shooting affrays across the At 
lantic, if our sailors on patrol should ge 
into trouble with the Axis sailors. 


James S. Kemper 


Chicago, Ill.; President, Lumbermen’s Mutud 
Casualty Company; Former President, 
Chamber of Commerce of the United States, 


answers: 

The extent to which the operation of our 
naval patrols 2,000 miles out in the At 
lantic may be likely to involve us in the 
European war depends in large measure, | 
think, upon the instructions given to the 
fleet. 

Thus far, the Government has not seen 
fit to take the people into its confidence 
and tell us exactly what our patrols ar 
doing. It is very difficult, with the lack of 
information available, to appraise what 
may result. If the instructions are of 3 
type that are calculated not to involve us 
in serious incidents, we should not directly 
become involved in the war. 


Vice Admiral Wm. L. Rodgers 


(Retired); Washington, D. C.; Commander it 
Chief, Asiatic Fleet, World War; Former 
Member, General Board of the Navy; Tech 
nical Adviser, Commission of Jurists 
Laws of War, The Hague, 1923, 


answers: 
Replying to your question, we mus 
know just what instructions the patrol 
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ships have. If they are only to observe and 
report what they see (by broadcast), as 
the Coast Guard Iceberg Patrol reports 
icebergs about this time of year, it will be 
ynneutral, favoring England and against 
Germany. 

But I doubt if Hitler wishes to initiate 
a warlike act. If our patrol ships are di- 
rected to act as combatant escorts and 
protect American ships in their neighbor- 
hood against attack, it would initiate hos- 
tilities by this country. 


Quincy Wright 


Chicago, Ill.; Professor of International 
Law, University of Chicago; Former Special 
Assistant in International Law, Navy De- 
partment, 


answers: 

The naval patrol should certainly extend 
to the destruction of German submarines 
and airplanes interfering with shipping in 
the zone. The zone might well extend to 
the line connecting Iceland with the 
Azores. This step might mean naval and 
aerial hostilities, but it seems essential, in 
the present circumstances, if the policy of 
aiding Britain is to be carried out. 


William C. Dennis 


Richmond, Ind.; President, Earlham College; 
Member, Society of Friends; Former Vice 
President, American Society of Interna- 
tional Law; Former U.S. Counsel on Inter- 
national Commissions, 


answers: 

The answer largely depends on what our 
naval patrols are able to accomplish. Presi- 
dent Roosevelt is determined to see that 
our munitions reach Britain. Hitler is de- 
termined to stop them. If patrols are ef- 
fective, Hitler will start shooting. If they 
are not, President Roosevelt will start con- 
voying, which in turn will start shooting. 


(by telegraph) 


Patrols, therefore, will hasten or delay 
the well-nigh inevitable shooting which 
means war according as they are more or 
less effective. 


Rev. G. Ashton Oldham, D.D. 


Albany, N.Y.; Bishop of Albany (Episcopal); 
President, World Alliance for International 
Friendship Through the Churches; Honorary 
Vice President, American Union for Con- 
certed Peace Efforts, 


answers: 


No, because there are already causes 
enough. Hitler will make war when it suits 
his purposes, regardless of what we do. 

But what if it does? This obsession with 
the question of staying out of war is para- 
Yang our effort and beclouding our moral 
judgment. No sound national policy can 
be based simpty on the avoidance of war. 
If the defeat of Hitlerism is necessary for 
our well-being, then the question of wheth- 
& we go to war becomes a matter of 
method or strategy, not of principle. 
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“In proportion as the structure of a govern- 
& ment gives force to public opinion, it is essen- 
dolale ji tial that public opinion should be enlightened“ 
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OUR FIRST DEFEAT 


By DAVID LAWRENCE 


The biggest news for America last week was not the 
flight of Rudolf Hess. 

Nor the decision of Marshal Petain to turn the 
African colonies of France over to Hitler. Nor the rise 
of Axis power in the Near East. 

The biggest news happened here at home—in Wash- 
ington where President Roosevelt suffered the most 
ignominious defeat of his public career. Unable or un- 
willing to deal with the CIO any other way, he per- 
mitted his own National Defense Mediation Board to 
grant 100 per cent of the wage demands of the auto 
workers’ union and thus set the pace for a nationwide 
- set of wage increases even as the Government strove 
feebly in other quarters to argue against price rises 
and inflation. 

It was not the management of General Motors 
which surrendered in the settlement recommended by 
a board of President Roosevelt’s choosing. It was the 
Government of the United States which surrendered. 
At a time when the youth of the nation is being com- 
pelled to serve at $21 a month, the auto workers had 
their pay boosted by $208 a year. With overtime it 
will mount still higher. Nearly 70 per cent of the total 
number of employes already were earning $2,000 to 
$2,500 a year. 

The new increase in wages, estimated to be about 
$50,000,000 a year, is equivalent to about a full year’s 
pay for 200,000 draftees or the personnel of 17 modern 
army divisions. 


ENTIRE COST OF The General Motors Corpora- 
LIVING AFFECTED _ tion can stand the increase but 
BY WAGE BOOSTS can the American people stand 

it? For the wage level set in one 
company affects all the others and likewise raises the 
wage scales in related industries. And the American 
people will have to pay the increased costs all along 
the line. Prices certainly cannot be held down if wage 
costs increase. The scales paid for non-defense work 
automatically become the prevailing wages paid for 
defense work. Many of the auto workers are about to 
be transferred to defense contracts as the Government 
compels a 40 per cent reduction in automobile pro- 
duction. On most of the defense contracts, the big 
manufacturers are making less profit by a good deal 
than on their normal operations. This is because many 
of the contracts are on what is known as a “cost-plus- 
fee” basis. The fees fixed are amazingly small in rela- 


tion to operations on non-defense work and usually n¢ 
the companies only about one per cent of the grog 
amount of the contract. But the wage costs—well, they 
can skyrocket anywhere, for the companies do ng 
pay them. The American people do. And the pring. 
pal agent of the American people is the President ¢ 
the United States, who is supposed to keep the costs of 
national defense down instead of letting them go upty 
any heights demanded by a minority group of cit 
zens at the expense of the vast majority. 


LABOR IS USING Why didn’t the General Motor 
ECONOMIC POWER Corporation refuse to grant th 
AS BLUDGEON wage increase, knowing that th 

effect on our economic systen 
and on the cost of the defense program would be dan- 
aging? 

The answer is that the General Motors Corporation 
had no alternative. If it refused the demand, it woul 
have brought on a major strike involving some 250,00) 
employes. And in strikes nowadays there is no protec: 
tion whatsoever for the men who want to work. Ther 
no longer is a democratic method of taking a strikt 
vote. The laborers, moreover, who disagree find them- 
selves coerced by pickets who use violence. The Presi- 
dent of the United States and the Governor of th 
State of Michigan recently refused to enforce the law 
with respect to mass picketing and violence at the Ford 
plants. What assurance would the General Motos 
officials have had that they could operate their plant 
if they refused the union demands? None whateve. 

There was a time when the nation was led to b 
lieve that the only thing wrong with the labor probf 
lem was the refusal of management to bargain cd: 
lectively. This was supposed to be the difficulty in th 
Ford case. But here is an instance in which one 
America’s largest employers has bargained collective 
ly, in fact has had a union contract ever since the “si 
down” strikes of four years ago. Now that labor ha 
achieved the right of collective bargaining, what is lz 
bor doing with its economic power? Is it exercisitf 
self restraint in a national crisis or is it out to get alli 
can, irrespective of the effect on the rest of the citizer 
ry? Unhappily, the answer must be given that labor’ 
leaders are abusing their economic and political powe 
The record belies any other conclusion. 

The definition of “collective bargaining” in this ca 
can plainly be written today as collective bludgest 
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“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 
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Administration and industrial management surrender at point 


of gun as labor gets 100 per cent of its wage demands, thus 
increasing defense costs and starting inflation. 


ing—a complete surrender by management to what- 
ever wage rates labor happens to demand. In this in- 
stance it is plain, too, that the full acquiescence 
of the Roosevelt Administration was behind the sur- 
render. 

There was another demand—the closed shop— 
which would have meant a complete monopoly for 
the CIO auto workers union as against the AFL. This 
was abandoned by the union for the present—it meant 
no financial sacrifice to give it up and was doubtless a 
trading point from the beginning. Anyway, the CIO 
has the exclusive rights of representation for the ma- 
jority and, having secured a large wage increase, the 
closed shop provision becomes less important to the 
union. The issue will be revived in due course—one 
year hence. The unfortunate truth is that General 
Motors, compelled by circumstances over which it had 
no control, denied potential protection if it refused to 
accede, took the only course available—capitulation. 

But the responsibility is on the Roosevelt Adminis- 
tration, which not only encourages wage boosts but 
declines to tax these profiteering benefits. 


INEQUITIES IN What may not be generally real- 
TAX LAWS WILL ized, however, is that the work- 
CAUSE INFLATION ¢rs are committing economic 

suicide by allowing their selfish 
leaders to insist on higher and higher wage scales. The 
vast amount of purchasing power created by the pay- 
roll increases must go somewhere. It will be found 
bidding soon for consumer goods. The Government 
will try to hold prices down. This is impossible unless 
wage costs are held stagnant. The Government will 


jforce a curtailment of production in certain non-de- 


fense articles because of scarcity of raw materials but 
this will not affect a large number of articles which will 
g0 up in price because labor costs there, too, will rise. 
And an extraordinary demand usually boosts the price. 

We are on the threshold, therefore, of an inflation 
cycle of incalculable proportions. The well-to-do will 
be taxed heavily—in fact to the point of confiscation. 
About 700,000 persons with incomes of $5,000 a year 
or over will have to bear the principal burden—they 
will pay 75 per cent of the increased taxes. They will 
economize and also their incentive will be repressed. 
Meanwhile, because of politics, about $12,000,000,000 
of gross income earned by 80 per cent of America’s 
families in the lower brackets will escape income taxes 


and direct defense taxes. 
Because of politics also, the Administration is just 
now boosting farm prices by Government loans. 


ADMINISTRATION 
DOMINATED BY 
POLITICAL FEAR 


This combination of political 
chicanery doesn’t make sense for 
anybody—not even for the sup- 
posed beneficiaries. Because 
when inflation starts it affects the lowest income 
groups first and especially the large number of persons 
like school teachers and employees of federal, state 
and city governments, whose salaries rarely are boost- 
ed. It is usually long after the hardships of an in- 
creased cost of living have begun before persons with 
more or less fixed wages or salary rates are given in- 
creases to offset rises in the cost of living. 

Economic leadership in Washington plus a certain 
courage to fight against selfishness in whatever form 
it rears its head could have averted the defeat last 
week in Washington. But so long as political fear 
dominates the governing authorities, there can be no 
effective leadership in a war emergency. 

It is precisely this sort of decay and disintegration 
from within democracy that gave Hitler his chance in 
the last eight years. The French Republic collapsed 
because of this very internal poison. 

America is supposed to be in grave danger. The 
President himself says it is the most critical era in 
the history of our republic. Democracy is believed to 
be fighting for its life. But judging by what is hap- 
penirig in Washington, the disposition is not to save 
America but to save the New Deal—to conserve its 
political power and to curry favor with groups which 
can win another election. 

The public has a right today to make such an in- 
ference and to call an Administration incompetent and 
inconsistent which, on the one hand, cries out about 
keeping prices down and, on the other hand, encour- 
ages a rise in labor costs and farm prices. 

It was the farmer and labor alliance which gave the 
New Deal its third term. It is the fear of the farm and 
labor vote by a selfish group of politicians that may 
be giving America its last term of free government. 

For the economic collapse that must some day fol- 
low such foolhardy policies as are being pursued today 
must inevitably produce a terrible reaction against 
democratic government and sow the seeds of fascism 
in America. 
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Should ‘Penalty’ 
Taxes Be Levied 
To Aid Defense? 


Heavy new taxes on products such as 
automobiles, refrigerators, etc., which 
compete with defense industries for raw 
materials, are opposed by about three- 
fifths of the commenting editors. They 
contend that the plan, designed to divert 
more of the national effort into defense 
production, is impractical and is an un- 
warranted interference with the opera- 
tions of industry. The minority feel that 
the proposal is feasible and would aid in 
the rearmament effort. 

This taxation policy was advocated as 
an emergency measure by Leon Hender- 
son, price control administrator, and Mar- 
riner §. Eccles, chairman of the board of 
the Federal Reserve System, before the 
House Ways and Means Committee. 

“As a practical matter,” declares the 
New York Wall Street Journal (Ind.) ,“such 
taxes cannot be laid selectively and only 
upon consumer goods which compete for 
labor and materials with defense produc- 
tion, because practically all do that. It is 
unlikely that any excise taxes which Con- 
gress would be willing to levy would so re- 
duce the consumption of any class of goods 
as adequately to divert labor and mate- 
rials into defense channels. It will take the 
right kind of priorities system to do that.” 

The Hartford (Conn.) Times (Dem.) 
indicates a more fundamental objection to 
the proposal. “It is unfortunate,” says the 
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ALSO IN NEED OF A 
‘COOLING-OFF’ PERIOD 


Times, “that high penalty taxes are pro- 
posed on articles consuming materials 
needed for defense purposes in order to 
prevent the public from buying them. It 
would be better if the tax bill were limited 
to raising revenue. As the measure stands, 
it is sure to bring about unhappy conse- 
quences, including extremely damaging 
conditions in all lines of production for 
civilian needs.” 

Speaking for the opposite view, the 
Christian Science Monitor (Ind.) asks: 
“Tf heavy taxes must be raised, why not 
collect them on commodities whose pro- 
duction competes directly with produc- 


JUST A SONG AT TWILIGHT 


Russell in Los Angeles Times 
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AID TO AMERICA SHORT 
OF COMMON SENSE 


tion for defense? The recommendations 
of Mr. Eccles and Mr. Henderson make it 
perfectly obvious that this is one of the 
most eligible of all fields for defense tax- 
tion. Defense itself calls for sacrifice, ani 
this is about the most effective sacrifice.” 

“The principles on which the Hender. 
son-Eccles tax plan is based,” in the opin- 
ion of the New Bedford (Mass.) Stand 
ard-Times (Ind.), “more nearly meet the 
needs of the present situation than dos 
the plan submitted by the Treasury.” 

The New York Journal of Commerce 
(Ind.) argues that “Henderson and Eccles 
presented the case for the Administration 
faction that favors a redistribution of the 
national income as an accompaniment of 
the defense program. This confusion o 
defense with social reform is open to 
fundamental objections. They would limi 
new excise taxes to durable consume 
goods. But if maximum armament produe- 
tion without inflation is to be the objet 
tive, then purchasing power for consume 
goods must be curtailed drastically.” 

While foreseeing danger that their pr 
posals “might stop the trend toward & 
pansion of our basic raw material produt 
tion,” the New York Post (Ind.) cor 
cludes that “the two men have done muti 
to raise the level of debate. They hav 
brought in a tax plan which runs counie! 
to that of the Treasury, but does so # 
the basis of arguable social principle, 0 
special interest.” 

The Pontiac (Mich.) Daily Pres 
(Ind.) observes: “We are warned agails 
taking Mr. Henderson’s plan of taxing the 
automobile out of general use too serious! 
No need. Even a subservient Congte® 
wouldn’t be that stupid.” 
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THE SHIPYARD STRIKE: PRESS VIEWS 


Majority of Editors See Tieup as Argument for Compulsory Mediation 


Responsibility laid 
on union leaders 
and Administration 


Almost unanimous condemnation of the 
strike of 1,900 machinists in 11 shipbuild- 
ing plants at San Francisco is voiced by 
commenting editors, most of whom regard 
it as a strong argument for a compulsory 
cooling-off period. Some newspapers em- 
phasize the responsibility of labor leaders 
in general, while others lay primary blame 
for the situation on the Administration. 
’ “Tf there is any excuse strong enough 
to justify the strike,” declares the New 
York Times (Ind. Dem.), “it is certainly 
not apparent. Its existence serves to em- 
phasize once more a major problem with 
which the Administration has failed to 
deal courageously or realistically.” 

The New York Journal of Commerce 
(Ind.) adds: “The time has come when 
the President cannot delay decisive action 
to cure the strike evil. He should withdraw 
Administration opposition to legislation to 
establish a ‘cooling-off period.’ ” 

On the other hand, the Charlotte (N.C.) 
News (Dem.) calls on William Green, pres- 
ident of the American Federation of Labor, 
to settle the controversy. “President 
Green,” states the News, “has repeatedly 


pledged the co-operation of himself and his 
organization with the national defense pro- 
gram. These high professions are now 
about to be put to the test. It is squarely 
up to Boss Green to prove his words. Step 
up, Boss!” 

“Labor leaders in San Francisco,” warns 
the Providence (R. I.) Journal (Ind.), 
“apparently do not appreciate the neces- 
sity of creating weapons in time to defeat 
the dictator who does not even allow a 
labor union to exist. The very fact that 
the Pacific Coast strike could begin is a 
strong argument in itself to cut the red 
tape that still deprives the Mediation 
Board of original jurisdiction. There 
should not only be an enforced ‘breathing 
spell’ but a mediating authority that is not 
compelled to await the pleasure of a com- 
placent Secretary of Labor.” 

“If Mr. Green is looking for 
toward forced labor,’” contends the New 
York Herald Tribune (Rep.), “let him 
contemplate the outlaw strike in the San 
Francisco shipyards and realize that a law 
which forbade it in advance of mediation 
would be the best possible safeguard 
against the development he professes to 
fear. It seems evident that, in the ab- 
sence of a reasonable curb, the country 
will turn to repression.” 

According to the Pittsfield 
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Halladay in Providence Journal 

















Berkshire Evening Eagle (Ind.), “The 
strike could not have come at a worse 
time from the standpoint of the public’s 
reaction to the miserable manifestation of 
patriotism which a considerable segment 
of organized labor is showing in the pres- 
ent crisis. America is becoming just a lit- 
tle nauseated at the prospect.” 

“Now that another crop of strikes is 
springing up,” says the Cleveland (O.) 
Plain Dealer (Ind. Dem.), “the demand 
is growing that the Administration get to- 
gether with itself and decide where it is 
going. President Roosevelt has called on 
industry to give up everything in the in- 
terest of defense. He has not yet called 
vigorously for similar sacrifice from labor, 
and, because he has not, we have not been 
able to produce all we can and must.” 

In the opinion of the Washington 
(D.C.) Evening Star (Ind.), “The strike 
is an unauthorized walkout which is part 
of a seemingly endless succession of labor 
quarrels. These widespread disputes con- 
stitute anything but a rosy background for 
Maj. Gen. Arnold’s grim warning that this 
nation is living ‘on borrowed time.’ His 
assertion that we cannot afford to waste 
any of the days for preparation left for 
us ought to be required reading for all 
who are proving themselves unable to sub- 
merge selfish interests.” 


York in Louisville Times 
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UNCLE, HOW DOES “YOUR GARDEN GROW? 
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(This article represents the result of an 
extensive research on a topic of outstand. 
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SUPREME COURT RULINGS 
ADD TO LABOR’S POWER 


Unions Strengthened, Employers Restricted by Series of Decisions 


Administrative agencies 
permitted a wider 
latitude than ever 


The Supreme Court now is guided by 
an interpretation of the Constitution that 
appears almost to amount to a new con- 
ception of American government. Gen- 
erally, the Court is holding that public 
policy and laws of Congress or State 
legislatures and the orders of administra- 
tive agencies should be upset only with 
caution. 

The effect of this new judicial attitude 
is to give legislative bodies and adminis- 
trative agencies all the authority reason- 
ably possible to regulate business activity, 
to raise revenue and to pass laws for the 
general welfare. Results to date have been 
to give labor unions vast increases in 
power and less responsibility; to subject 
business to more and more Government 
regulations, and to open wider sources of 
taxation. 

This new trend in Court decisions began 
in 1937, when the Wagner Labor Rela- 
tions Act was upheld, and has been great- 
ly accelerated with the appointment of 
the so-called “New Deal Court” by Presi- 
dent Roosevelt. Roosevelt appointees now 
constitute a majority of the Court in 
Justices Stanley Reed, Hugo Black, Felix 
Frankfurter, William O. Douglas and 
Frank Murphy. Justice Frankfurter, ap- 
pointed in 1939, is the leading philosopher 
of the new court (see page 43), but he is 
not always the most extreme exponent of 
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the new philosophy. Often Justices Reed, 
Black and Douglas expound an even more 
liberal view than the former Harvard 
professor. 

An example of the change that has tak- 
en place in the Court in the last five years 
is found in the fact that Justice Harlan F. 
Stone, once one of the Brandeis and 
Holmes liberals, now appears frequently 
with the new minority. Other members of 
this minority, comprising Chief Justice 
Hughes and Justice Owen J. Roberts, were 
considered to be moderately liberal only a 
few years ago. 

General fields affected by recent deci- 
sions include: 

Labor. The most recent decision 
strengthening the power of organized labor 
was an opinion, written by Justice Frank- 
furter, that employers could not refuse to 
hire men because they were members of a 
union. This refusal, said the Court, with 
Justices Stone and Hughes dissenting and 
Justice Roberts not participating, amount- 
ed to a violation of the Wagner Act. 

The Court held further that the Labor 
Board not only had power to order em- 
ployers to hire these men, but also to or- 
der them to be paid “back pay” from the 
time they were refused employment. The 
majority also found that the Board could 
order re-employment of union men even 
though they had found other jobs. 

This decision was accompanied by an- 
other in which the Court held that the 
Labor Board had virtually complete au- 
thority to determine the appropriate bar- 
gaining unit of workers, despite the fact 
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A NEW CONCEPT OF LAW BY NEW DEAL JUSTICES DOUGLAS, BLACK, FRANKFURTER, MURPHY AND REED 


that members of one plant might not wish 
to be represented by a union approved by 
a majority of workers in other plants. 

The Labor Board thus is given author. 
ity to regulate the labor relations of em- 
ployers, as they regard unions, and to 
determine, in effect, which union may 
represent workers in their relations with 
employers. 

Another decision in the present Court 
term upheld the constitutionality of the 
Wage-Hour Law. This decision was not 
unexpected, but it serves to demonstrate 
how greatly the Court has changed. In up- 
holding this law, the Court specifically re 
versed a decision rendered 22 years ago 
holding that Congress had no power to 
regulate the employment of child labor. 
The decision also was an about-face from 
the National Recovery Administration de- 
cision of six years ago, when it was held 
that Congress had no power to prescribe 
the wages and working hours of labor. 

Of equal advantage to labor have been 
decisions holding that unions cannot be 
prosecuted under antitrust laws. The first 
decision on this point was rendered in the 
Apex Hosiery case a year ago, when the 
Court held that companies could not sue 
unions for damages under the Shermat 
Antitrust Act, even though unions de 
stroyed company property during strikes. 

This ruling has been strengthened by 4 
decision that even the Federal Govert- 
ment cannot use antitrust laws to prose 
cute unions whose activities interfere with 
interstate commerce. The effect of this 


decision is generally believed to have ¢ 
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stopped the Justice Department’s cam- 
paign against racketeering labor leaders, 
except where they conspire with employ- 
ers. The decision threw overboard a prece- 
dent of 40 years’ standing. 

Employers thus appear to have lost 
much of their freedom in dealing with 
labor. They must bargain with unions; 
they cannot refuse to hire union men be- 
cause of the union affiliation; they must 
sign contracts after reaching working 
agreements; they cannot sue unions under 
antitrust laws; and they even appear help- 
less to combat unions that picket them for 
signing legal agreements with other unions. 

Antitrust laws. If unions are immune 
from antitrust laws, businessmen certainly 
are not. Recent Supreme Court decisions 
are definite on this point. 

Last year, for example, the Court: held 
in the Madison oil case that oil companies 
could not agree to buy up “distress” gaso- 
line, even to prevent cutthroat competi- 
tion, and even though a Government de- 
partment once had seemed to sanction 
such activity. The Court also held in the 
Ethyl Gasoline case that companies could 
not use patent monopolies to control 
prices that dealers charge for patented 
products. 

A decision written by Justice Black held 
that fashion designers could not protect 
themselves against “style pirates” by ar- 
ranging to boycott sellers of pirated styles. 
This activity, the Court decided, violated 
antitrust laws and the Federal Trade Com- 
mission Act. 

A clear indication of the Court’s pre- 
vailing attitude toward business regulation 
is found in Justice Frankfurter’s decision 
that the Federal Trade Commission’s au- 
thority is limited to sales made in inter- 
state commerce. The Court held that the 
Commission lacked power to prevent an 
Illinois candy manufacturer from selling 
candy in Illinois through lottery methods, 
but only because Congress had not granted 
authority over sales within States. The 
implication was that if Congress wished 
to invade this field, the Court would 
permit it. 

Business regulation. Action by Gov- 
emment, federal or State, to regulate 
business through laws is seldom molested 
by the present Court. 

In the New River Power case, for ex- 
§ ample, the Court held that federal author- 
ity over navigable streams extends to all 
streams that can be made navigable, and 
applies to watershed protection and flood 
control as well as to navigation. This de- 
cision held further that the Government 
could recover development costs by estab- 
lishing power plants, and thus concluded 
that a power plant on the river could be 
built only under a Federal Power Com- 
mission license. 

Through this decision the Government 
apparently was given a blank check to 
Proceed with power developments on al- 
most any river selected. Other decisions 
have upheld federal authority to loan 
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Half the Battle 
Won! 


At the meeting this morning, no one will 
guess how farhe hascome. His voice steady, 
his answers sure, he will be in command of 
every situation because he is in command 
of himself. Only the habitual traveler on the 
20th Century Limited knows how much of 
the morning battle was won the night before. 


WHEN TOMORROW LOOMS IMPORTANT... 


take the 


Century 


tonight! 





Nerves relax, strain vanishes on 
your ‘‘Overnight Vacation”’ in 
the world’s most restful train! 


Your sense of ease begins the instant 

you enter private accommodations. 

Outside your window may be sunlight 

or storm. It will make no difference in - 
the enjoyment of your trip-or the time 

of your arrival. 

Relax in the spacious Observation 
Lounge or the leather-bound luxury of 
the Club Lounge. Soon dinner will be 
announced, a banquet fit for a king and 
royally served. Later this same smart 
diner will be transformed into a mod- 
ern club—the Cafe Century—where 


you enjoy music and refreshment. 

Retire when you will. Tonight no 
ups and downs will mar the smooth 
serenity of your slumber. For you are 
speeding over the one and only Water 
Level Route, the smooth, mountainless 
roadbed from East to West. 

In the morning, fit and eager, your 
step will be light as you descend. No 
need to tell you then, what far-sighted 
executives have long agreed: it pays to 
ride the Century. 


Convenient Schedule 
Daylight Saving Time 
Lv. New York 6:00 P.M. Lv. Chicago 4:00 P.M. 
(Grand Central Terminal) (La Salle St. Station) 
Ar. Chicago 9:00A.M. Ar. New York 9:00 A.M 
(La Salle St. Station) (Grand Central Terminal) 


THE 20™ CENTURY LIMITED 


THE WATER LEVEL ROUTE 


«+-YOU CAN SLEEP 


NEW YORK \ 
CENTRAL) 
SYSTEM 





A mile and a half 


of steel work 
at Havre de Grace 


This 7,600 foot bridge across the 
Susquehanna River at Havre de 
Grace, Maryland, is one of scores of 
important bridges Bethlehem has 
built in recent years. 

Bridge construction on this scale 
is no simple matter. It requires long 
experience; Bethlehem’s Fabricated 
Steel Construction Division has to 


BETHLEHEM STEEL COMPANY 


its credit more than 40 years in this 
field. It depends on a bountiful 
source of steel; Bethlehem maintains 
5 structural shape mills to roli 
steel for building purposes. It calls 
for ample steel-fabricating facilities; 
Bethlehem has 12 large fabricating 
plants and full complement of erec- 
tion equipment. 
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Nou: Ready—INDEX 


Last six months of 1940 
The United States News 


An Index for the last six months of 1940 is 
now ready. It lists the contents of all the issues 
by subject, by individual, by the material cov- 
ered, and refers you quickly to the issue and 
page number where the subject is treated. Un- 
der individual names are references to actual 
quotations, Activities of the various depart- 
ments of the Government are extensively in- 
dexed under separate headings. 

This Index offers many uses in preparing ma- 
terial for debates and in studying specific sec- 
tions of national affairs. 

Send 50 cents for the Index for the last six 
months of 1940; one dollar if you wish to reserve 
a copy for the first six months of 1941. 


Subscribers’ Service Bureau 


THE UNITED STATES NEWS 


2201 M Street, N. W. Washington, D. C. 





Changes of Address 


Notice of change of address 
should be sent not less than 
two weeks prior to the date 
change becomes effective. 
Send the address at which 
copies are now being received 
and the new address at which 
you wish to receive copies. 


The United States News 
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money to cities to establish municipal 
power plants, and the hotly contested Tep. 
nessee Valley Authority dispute apparently 
was settled in the Government’s favor, 

A Texas law regulating the producti, 
of oil has been given the Supreme Court; 
approval, and recently a Nebraska lay, 
regulating maximum fees that private ep. 
ployment agencies may charge, was w. 
held. In the Nebraska case, Justice Doug. 
las observed for a unanimous Court tha 
“the drift away” from an earlier decisign 
“has been so great that it can no lo 
be deemed a controlling authority.” Yg 
this earlier case was decided only in 19% 

Price fixing. The Supreme Court hy 
not yet held that Congress has power ty 
fix all prices directly, but in recent yeay 
decisions have come close to this point, 
Last year, for example, the Bituminoy 
Coal Act, permitting the Secretary of th 
Interior to fix minimum prices for sof 
coal, was upheld. The year before, the 
Court approved tobacco marketing quotas 
under the Agricultural Adjustment Act of 
1938, and also sanctioned price fixing ip 
milk. In the milk decision, two member 
of the Court expressed the opinion that 
the power of Congress to fix prices prob- 
ably was not limited to farm products, 

Administrative agencies. Just as the 
Supreme Court is demonstrating an ex 
treme reluctance to interfere with acts of 
Congress, so is it disposed to interfere as 
little as possible with the activities of the 
many administrative agencies that have 
been created in the last 10 years. Th 
broad authority granted to the Nation 
Labor Relations Board is merely a symp- 
tom of the general trend. 

One of the most far-reaching decision 
on this point involved the Public Con 
tracts Division of the Labor Department, 
charged with administering the Walsh 
Healey Act. This law empowers the Secre- 
tary of Labor to fix wage and hour rates 
that employers must observe if they fil 
Government orders. The Court held that 
this law is not a regulatory measure, but 
simply a Government determination o 
conditions under which it would purchase 
supplies. Thus the Government, as 4 
buyer, can fix any conditions it pleases. 

Taxes. In the field of taxation, the 
Supreme Court appears to be equally leni- 
ent toward the Government. 
most tax cases involve highly technical 
questions, the general trend of decision 
is to allow State and federal governments 
to raise as much revenue as possible. 

An example of this trend is seen in4 
1939 decision holding that when a lané- 
owner acquires a building erected by 4 
lessee, through the cancellation of the 
lease, he must pay an income tax on the 
value of the building. The Governmell 
had been trying to win such a decisiol 
since 1917. Recent decisions also have 
tightened tax liability on income from 
trusts, tending to hold, in cases wher 
trusts appear to have been set up to & } 
cape taxes, that the person who granted 
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SENATOR BYRNES 
A vacant chair is waiting 


the trusts must pay personal income taxes 
on the trust income. 

Attempts of States to realize greater tax 
revenues are viewed with lenience. Thus 
the Court has upheld Indiana’s gross in- 
come levy on earnings of processors who- 
treat materials sent from outside custo- 
mers and returned to them. This was held 
to be an intrastate transaction, and there- 
fore not affected by the constitutional pro- 
vision giving Congress complete power 
over transactions in interstate commerce. 

Another decision involved the Wisconsin 
tax levied on dividends declared by out- 
of-State corporations doing business in 
Wisconsin. This levy was made in addition 
to a general corporate income tax on for- 
eign corporations and was called a privi- 
lege dividend tax. Justice Frankfurter, 
voicing the majority opinion, upheld it. 
Justice Roberts dissented on the ground 
that Wisconsin was reaching beyond its 
borders to tax property over which the 
State had no jurisdiction. 

Present trends of the Supreme Court 
are not considered likely to be reversed 
by the Court. Most of the Justices are 
comparatively young men, and the Presi~ 
dent has another vacancy to fill. This post 
is expected to go to Senator Byrnes, of 
South Carolina, but whether he will join 
the New Deal or the conservative group 
seems immaterial now, for the New Deal 
group now controls the Court. 

The outlook is, therefore, that the Su- 
preme Court no longer can be expected to 
curb exercise of power by either Congress 
or the Executive, and that any changes 
in Government policy, whether radical or 
reactionary, will not be disturbed. In the 
words of Justice Frankfurter, the prevail- 
ing Opinion is that “courts ... must guard 
against the danger of sliding unconsciously 
from the narrow confines of law into the 
more spacious domain of policy.” 
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/ LOCOMOTIVES 


To Your FREIGHT SERVICE via SANTA FE 


\ 


A m® 


| Santa Fe 


\ 


Santa Fe’s new “100” and “101” Electro-Diesel freight 
locomotives, each do the work of nine latest type steam 
locomotives on every through run. With their 220,000- 
pound starting tractive effort, top speed of 75 m.p.h., 
and 500-mile range between refuelings, these Electro- 
Diesels are the most powerful and most efficient freight 
locomotives in the world. Santa Fe is the first railroad to 
use Electro-Diesels in all classes of service. 


Santa Fe Now Offers You: 


@ Sixth morning delivery at Pacific Coast points from Chicago. 


@ Fifth morning delivery at Pacific Coast points from St. Louis, 
Kansas City, St. Joseph, Atchison, and Leavenworth. 


@ Third morning delivery, Chicago to Galveston, Houston, 
and Beaumont. (Less carload merchandise. ) 


@ Second morning delivery, Chicago to Oklahoma City. 
@ The only overnight freight service, Chicago to Kansas City. 


@ Free pickup and delivery service on less carload merchandise. 


For the Speed and Dependability of Truly 
Modern and Complete Freight Service SHIP 
SANTA FE. Call your nearest Santa Fe 
representative, or write 


J.J. GROGAN 
GENERAL FREIGHT TRAFFIC MANAGER 
CHICAGO, ILLINOIS 
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Meeting the Labor Shortages oe 
D 
The Federal Government now is prepar- New defense plants are coming into pro. fens¢ 
ing to establish its own school system to duction, and others, already operating, are The 
train 3,000,000 men and women for work adding extra shifts to meet the President's repo 
in defense factories. President Roosevelt demand for 24-hour operation. in 3 
already has asked Congress for an appro- Official estimates of labor requirements Are 
priation of more than $127,000,000 for for the remainder of this year in three of § fies 
this purpose. the most vital industries are: for machine J show 
Behind this Government venture into tools, 25,000 new employes; for aircraft, avail 
industrial education is the growing short- 200,000 new employes; for shipbuilding, tions 
age of skilled workmen and professionals. 240,000 new employes. If the construction each 
no ¥ 
State 
DEFENSE STRIKES “ 
has | 
Fifty strikes, the largest number since the beginning of the preparedness program, the I 
held up work on defense projects last week. A detailed analysis of these strikes appears on gene} 
page 13. Figures in parentheses in the tables below indicate the approximate number of train 
employes involved. oper: 
INVOLVING AFL UNIONS INVOLVING CIO UNIONS trade 
BuiILpDING TRADES: AvuTO WORKERS: been 
Army Ordnance Arsenal, Ravenna, Arrow Tool & Reamer Co., Detroit, d 
O. (800) Mich. (60) vol 
Busch-Sulzer Diesel Engine Co., St. Detroit Steel Prods. Co., Detroit (750) Ne 
Louis, Mo. (75) Ex-Cell-O Corp., Detroit (3,500) fied 
Defense Housing Project, Newport, General Motors “oy Flint and Sag- . 
Ready with dy with R. I. (500) inaw, Mich. (38,700) estal: 
@ Ready with men, ready wit Ceneet Seite _fecatiation, De- aes Motor ~. + ie ne Thes 
° e ° troit, Mich. (30, ) ew aven oundry 0. New . 
rolling stock, ready with special meee Powder Arsenal, Pulaski, e Haven, Conn. : = 
° ° Va. ( LOTHING ORKERS: three 
handling equipment. Navy Yard, on Mass. (920) Reliance Manufacturing Co., Mich- | - 
The E ee Pearl Harbor Naval Base, Honolulu, nice City, Ind. (700) . P *" 
ie— 000 ivoli irt Co., Bridgeport, Conn. | work 
he Erie a , a Rock-Island Sesh & Door Co., Rock » 65) See Gethin Gn. 
ail nd willing t sland, Ill. (595) uperior Duc othing Co., New | 
h : oe ay = P & “a — Chemical Co, Glen Wilton, Va. c York a ‘ grade 
Vv ur freight (250) ONSTRUCTION WORKERS: J 
nd oe = nt a A Buseues Womens: ae C oe & Sone, Sn. New York (60) Pus 
safe n ui . Ever rea merican Packing rovision Co LECTRICAL AND RADIO WORKERS: 
y a quic ce y> jn Ogden, Utah (250) ad Allen D. Cardwell Manufacturing Ca, | 10,00 
00, in the national emergenc ETAL TRADES: rooklyn, N. Y. (4 |B s 
tee, = 8 y Bethlehem Shipbuilding Corp. and Colt’s Patent Firearms Manufactur- =— 
to speed the job of National other plants, San Francisco, Calif. ing Co., Hartford, Conn. (4,800) | Ab 
Def. s h Chiege Bound Association  Allie-Chalmers . Manufac co, |B rea 
efense. nning the ver icago Foundrymen’s Association is-Chalmers anufacturing 9 . 
” = 8 y (26 shops), Chicago, Ill. (2,500) La Porte, Ind. (950) tense 
heart of the nation’s “arsenal”, Cleveland Welding Co., Cleveland, O. Fur anp LEATHER WORKERS: Th 
1,100 Greiss-Pfleger Tanning Co., Wau the ] 
Erie is the ever-moving conveyor Crescent Tool Co., Jamestown, N. ¥. kegan, Ill. (600 t Bez 
(500) fi Moench Tanning Co., Gowanda, N.Y. | § the 1 
belt of America’s defense indus- Star Metal Manufacturing Co., Phil- (300) Mr. ] 
adelphia, Pa. (180) MINE WorKERS: aes 
tries. Erie delivers the goods! TexTILE WORKERS: U. S. Reduction Co., East Chicago, | 
tm a Y eeetet & Spinning Co., woe: - can wn, 2.Y ' 
e ° ° Woonsocket, R. I. ) ulcan Proofin 0., Brooklyn, N. f. 5 
New equipment is being add- MISCELLANEOUS: (375) . Blow x 
ed lv.H fici Aero Spark Plug Co., New York, Mrne, Mitt aND SMELTER WORKERS: ae 
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Fabric Associates, Johnstown, N. 
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and plant facility program is completed 
on schedule, Labor Department econo- 
mists estimate that almost 4,000,000 more 
workmen will be needed by the end of this 
year—4,000,000 more than were employed 
jast January. This number includes skilled, 
semiskilled, unskilled, professional and 
derical employes. 

Difficulties in filling demands for de- 
fense labor already are being encountered. 
The United States Employment Service 
reports dwindling supplies of skilled labor 
in 394 occupations essential for defense. 
A recent survey of the active application 
fles in the 1,500 State employment offices 
showed fewer than 25 persons known to be 
available in each of 100 selected occupa- 
tions, fewer than 10 persons available in 
each of 62 occupations. In 12 occupations 
no workers at all are registered with the 
State employment offices. 

The Office of Production Management 
has been wrestling with this problem since 
the beginning. Under its associate director 
general, Sidney Hillman, a vocational 
traning program was organized in co- 
operation with the country’s established 
trade schools, training within industry has 
heen encouraged, employment of Negro 
and older workers advocated. 

Now the entire program is to be intensi- 
fied. The new training program entails the 
establishment of 32,755 training stations. 
These stations will operate on a three-shift 
basis, giving 100,000 youths at a time 
three months’ work experience. Pre-em- 
ployment courses will be given for 900,000 
workers, and 950,000 others will receive 
supplementary courses of less than college 
grade. 

Under the new program the Govern- 
ment also will train 268,000 engineers and 
10,000 chemists, physicists and production 
supervisors in college courses. 

About 500,000 rural youths will be given 
vocational training to equip them for de- 
lense jobs. 

The National Youth Administration and 
the Department of Labor will administer 


the new program under the direction of 
Mr. Hillman. 





Estimates of unemployment are now the 
lowest since 1930. The National Industrial 
Conference Board calculates the number 
of unemployed at 6,152,000. Excluding 
2,472,000 persons enrolled in WPA, CCC 
and out-of-school NYA projects, only 
3,670,000 were jobless in March—the lat- 
est month for which statistics are avail- 
able. The AFL estimate of unemployment 
8 7,552,000; the CIO’s about 9,000,000. 





Bookkeeping difficulties lie ahead for 
those employers who plan to pay vacation 
bonuses in lieu of giving employes time off 
this summer. The Wage and Hour Ad- 
mnistrator has ruled that such bonuses’ 
must be recorded as payment for hours 
worked and the higher wage rate must be 
used in computing overtime pay. 
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Your Studebaker dollar 


W040 


..-because these engineers and 
craftsmen give it more value 


Studebaker craftsmen are cone 
scientious, responsible citizens 
—men whose attitude toward their 
work is evidenced in the superior 
quality of every Studebaker car’s 
performance. Friendly neighbors 
who work in a happy environment, 
many are fathers and sons with 
generations of Studebaker tradi- 
tion behind them. Pictured is one 
of these craftsmen—pattern-maker 
Charles C. La Rowe, a veteran of 
18 Studebaker years. 





Studebaker engineering brilliantly solves 
tough automotive problems— Out of the 
fertile brains of able Studebaker engineers such 
as George Matthews and E. J. Hardig, pictured, 
have come many of the automotive industry’s 
most worth-while advancements. 


i, < Ao 


¢ her 
f &s . 7 me, 





p pow nothing theoretical about 
Studebaker gas economy. It has 
been officially proved by four straight 
years of Studebaker triumphs in the 
keenly competitive Gilmore Runs. The 
brilliance and progressiveness of Stu- 
debaker engineering account for this. 

And your Studebaker savings only 
begin with gasoline. You steer pleas- 
antly clear of frequent and heavy me- 
chanical upkeep expense—you com- 
mand an unusually good allowance 
when you trade in your Studebaker— 
because it stays in remarkably sound 
running condition, mile after mile, 
thanks to the painstaking workman- 
ship of the greatest group of master 
craftsmen in the automotive industry. 


STUDEBAKER 


THE GREAT INDEPENDENT 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CANNOT appeal to a draft board 
of appeals from a local draft board’s de- 
cision not to reclassify a registrant, a fed- 
eral district court holds. The remedy lies, 
the court holds, in petitioning for a writ of 
habeas corpus on the grounds that the reg- 
istrant is being unlawfully detained by the 
Army. 


* *+ 


YOU CAN now sometimes get an “es- 
calator” clause in your Government con- 


tract if you are the low bidder on a con- 
tract award. The Comptroller General 
rules that clauses to provide for unforeseen 


7 


* * 
confidential 
instrument 
Instrument 





shop service 


The United States Testing Company, Inc. 
offers the services of its completely 
equipped instrument shop, manned by 
highly trained, hand-picked technicians 
for the designing and building of special- 
ized small mechanical instruments and 
parts. ¢ It has facilities for designing 
and fabricating small instruments and 
parts of a confidential nature. The 
United States Testing Company, Inc. 
established in 1880, one of America's 
oldest and largest scientific testing and 
research laboratories, has collaborated 
in the development of technical equip- 
ment for all branches of industry. 
Its temperature -controlled laboratory 
for testing and calibrating precision 
gauges and parts is one of the finest 
in the country. All operations are 
conducted under the strictest secrecy. 


UNITED STATES TESTING COMPANY, INC. 
Legian woBOKEN, nEw yy 





Conclusions expressed in these 
paragraphs are based upon deci- 
sions and rulings of courts and 
Government bureaus. In making 
their decisions, courts and bureaus 
consider many facts which, for rea- 
sons of space, cannot be set forth 
in detail. The United States News, 
on written request, will refer inter- 
ested readers to sources of this 
basic material. 
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increases in costs of materials or labor may 
be inserted in bid contracts. Hitherto, 
these clauses have been confined to cost- 
plus awards. 

* & 


YOU CANNOT safely write a letter to 
your employes advising them of your dis- 
like of a union. A federal circuit court 
holds that an employer who wrote such a 
letter was guilty of interfering with the 
self-organization of his workers. 


* + 


YOU CAN arrange a tax-free reorgani- 
zation of an insolvent company by ar- 
ranging to sell the property to a creditors’ 
committee, which, in turn, will transfer 
the property to a new corporation in 
which creditors of the old corporation 
receive stock. 


* + 


YOU CANNOT always avoid risking 
subsequent action by the Labor Board 
against you merely by consenting to a 
Labor Board election and dealing with the 
winning union. In a recent case, the 
Board holds that the fact a union is 
chosen by a majority of workers does not 
“per se establish its freedom from em- 
ployer domination.” 


* %* * 


YOU CAN set up a trust for the bene- 
fit of persons whom you are not legally 
obliged to support, and not be liable for 
federal income taxes on the trust income. 
The Board of Tax Appeals makes this 
ruling in a case where a widow set up an 
irrevocable trust for her husband’s rela- 
tives. 


* * * 
YOU CANNOT escape paying federal 


income taxes on the money you realize 
through the redemption by a corporation 


of preferred stock issued to you as a stock 
dividend. Such redemptions are taxable a; 
dividends, the Board of Tax Appeak 
holds. 


* *&* 


YOU CAN, if a federal district court 
ruling is upheld, gain an exemption from 
wage-hour regulations if you are a whol. 
saler who sells only within your own State. 
The court held that such wholesalers do 
not conduct business in interstate com. 
merce. This ruling runs counter to the 
Wage-Hour Division’s interpretation of 
the law. 

* & & 


YOU CANNOT take advantage of pre. 
erential tariffs granted on Cuban goods if 
you import the Cuban-made goods from 
a place outside Cuba. The Court of Cus. 
toms and Patent Appeals holds that Cu. 
ban rum, imported from Bermuda, is not 
entitled to preferential treatment. 


* + 


YOU CAN resist a Labor Board order 
that proposes to cover your entire opers- 
tions when the alleged unfair labor prac. 
tice occurred in only one plant. A fed 
eral circuit court holds that Labor Board 
orders must be limited to plants at which 
unfair labor practices occurred. 


* + 


YOU CANNOT, as a corporation official, 
avoid the responsibility of your company 
to pay dividends to the person to whom 
stock has been pledged by one of your 
stockholders, if the stockholder has notified 
you that his shares are pledged to another. 
A federal circuit court rules that the con- 
pany is liable to the pledgee if dividend 
are paid to the pledgor. 


* + 


YOU CAN, as an officer of a registered 
investment company, arrange to merg 
some of your subsidiaries without first get- 
ting permission from the SEC. The Con 
mission holds that it has no jurisdictio 
over such mergers. 


* + 


YOU CANNOT, as a manufacture, 
force your dealers to use your own sib 
sidiary in financing installment sales. 4 
federal circuit court holds that an aute 
mobile company violated the Sherma 
Antitrust Act in coercing dealers to * 
nance sales through a company subsidiary 
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Time seems near when heat will be on for war production; when civilian de- 
mands will of necessity give way to demands for speed in armament output. 

It_is well to understand that all old ideas about U. S. industry supplying 
both civilian wants and Army-Navy wants must soon be discarded. 

Outlook is for..... 

Much more widespread rationing; much greater use of Government power to see 
that armament gets a full green light. 

Increased pressure to force primary contractors to subcontract on parts; to 
force use of machine capacity that now is idle. 

New insistence on plant expansion; new and increased estimates of demand 
for steel, aluminum, machine tools and other basic industrial products. 

Official attitude is that in modern war the sky is the limit in productive 
effort. Tendency is to crack down on any practice or policy that interferes 
with arms production; to put all emphasis on results. 

It should be noted that in England one big argument concerns whether a 
businessman producing nonessentials, who is forced out of business, should be 
compensated. Decision appears to be for some compensation. 


























de Telltale business signs are these..... 








pera: Steel is operating at capacity again; is turning out a record ingot volume. 
prac- Demand is pressing against available supply in nearly all basic industries. 
ee Prices of sensitive commodities are continuing to break records; are push- 





ing far along into new high ground for the war period. 

Wage increases continue to sweep the country. 

It's a characteristic pattern of wartime inflation; of an impact of rising 
civilian and war demand against a restricted supply. 
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Official index of 28 sensitive commodities shows the average price 142.2 
per cent of August, 1939, level compared with previous high of 127.2 per cent. 

This means: There is a warning of general rises to come, a Signal of pos- 
sible price trouble ahead. Best advice seems to be not to place too great 
faith in Government controls; not to make plans on basis of stability. 

Biggest rises -- 150 per cent of August, 1939 -=- are in import commodi- 
ties. This means: Shipping difficulties and fear of shortages are at work. 
Smallest rises -- 138 per cent of August, 1939 -- are in raw industrial 














istered commodities. This means: Price controls are somewhat of a restraining influ- 
mery ence. 
“= Points to remember are these: (1) Farmers like the sensation of rising farm 





prices; (2) workers like the sensation of rising wages. The result: A very 
Strong pressure for higher prices generally. 


diction 








Lull in defense spending and in contract letting during April was very 
temporary. New step-up in the cash flow is occurring in May. 
Contracts let: $13,105,000,000, of which $578,000,000 was let in April. 
Contracts to be let: $19,500,000,000 under the present program, with 
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THE TREND OF BUSINESS-- (Continued) 
= 
other armament construction programs in the making and still to come. 
Defense cash outflow in April: $761,000,000, against $746,000,000 in March. I 
Defense cash outflow in May: Estimated at $875,000,000, with the level of 
$1,000,000,000 a month likely to be reached in July or August. wit 
Contract awards for defense continue to be centered in 10 big industrial init 
States: New York, California, New Jersey, Pennsylvania, Massachusetts, Virginia, 
Michigan, Washington, Connecticut, Ohio. Lig 
Nearly 75 per cent of all awards continue to go to these States. S 
of ¢ 
It's well to remember the farm market in laying business plans. size 
The reasons why..... ' off 
Farm cash income, like urban income, is rising rapidly; is responding to ts 
increased demand from city people with more money to spend and from the Govern- the 
ment preparing to lend-lease food to England. and 
Farm prices are sharply higher; are reflecting in part the heavier demand are 
and, in part, the decision of Congress to underwrite a price level at 85 per cent ” 
of the 1909-1914 relationship between city and farm prices. oad 
This means..... the 
An assured price level of 13.6 cents for cotton, 96 cents a bushel for this 
wheat, 70 cents a bushel for corn. bot 
A higher price level for flour and cotton goods and meat. a 
A probable price markup amounting to more than the farm price increase. 0 
A 
Longer=-range effect of Congress action can be of deep significances; can have 
a bearing on over-all national economic policy. 
For example..... Dre 
1. Decision to underwrite a fixed farm price level will force use of com- Pa 
pulsory controls to make that level effective; will force the Government to con- cod 
trol production or face an inevitable breakdown. exp 
2. Price fixing carries with it the prospect that industries using products Ma) 
on which prices are fixed will be subject to increased federal control; will be wane 
Squeezed between fixed raw material prices and public resistance to higher prices. “a 
5. Fixed prices at a high level will cut U. S. farmers from what's left of Hov 
their export market unless large-scale export subsidies are used; unless for- por: 
eigners are permitted to buy foods and fibers cheaper than Americans. is n 
4. Price fixing runs counter to Wallace plans for co-operative controls; tod: 
runs, instead, into greater use of compulsion. ed 
TI! 
Tendency here is not to give business a greater voice in defense policy- -" 
making; not to turn real controls over to businessmen. trai 
Tendency still is to operate on the theory that money makes the wheels go *.. 
"round; to expect that, if Government pours out the orders, industry will re- * 
Spond. old. 
Trouble with the theory is that mere spending results in little co-ordina- Swe 
tion, in lack of over-all direction and planning that industrialists could give. 
She result: Defense is continuing to run on a hit-or-miss basis. On 
Even labor. officials now are admitting privately that communist influence ty 
is becoming a problem in key unions; that labor situation is getting out of hand. taxe 
Government is unprepared to deal with a growing situation; is without a de- pub 
cisive policy; is without effective machinery for gaining on enforcing co- “ 
operation. " 
This means: Prospect of continued unsettlement; prospect of continued are 
strikes; prospect of growing demands from workers as first demands are met. Wai 
0 
ag 
defi 
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Eprtor’s Note: Brief letters of com- 
ment and suggestions are invited. Those 
not intended for publication, and those 
with which writers desire to have only 
initials used, should be so marked. 


light vs. Heavy Tanks 

Sir:—Recently I read an article in one 
of our local papers stating the number and 
size of tanks the United States had rolled 
off the line, which included some light and 
medium-weight tanks ranging, I assume, 
from 25 to 35 tons each. Inasmuch as 
these lighter-weight tanks which are being, 
and have been, used by Britain seemingly 
are proving insufficient to cope with the 
overwhelming weight of those used by Hit- 
ler, does it not seem reasonable that neces- 
sary steps be carried out to make tanks of 
the same weight, or even heavier, to meet 
this situation in which we furnish them 
both to Britain and for our own protec- 
tion? 
Los Angeles, Calif. R. F. Hawtey 

(Ed. Note. See The United States 

News May 2, page 14, for the answer.] 


* * * 


Draft Ages: A Cadet’s Views 


Sir:—On the question of whether or not 
the selective service age limits should be 
reduced, I heartily agree with the opinion 
expressed by Professor Shepherd (US.N., 
May 9, page 26). If this service is to be 
made permanent the age limit should be 
reduced, as the boy of 18 will be more 
favorable to entering military service. 
However, if this service is only a tem- 
porary condition the present age limit 
is much more effective. The boy of 18 
today is looking forward chiefly to enter- 
ing college, as Mrs. Dunbar stated, and 
not to war. If the plan is to be made 
permanent the boy of this age will not 
plan for college until after his military 
training; thus no one will be upset. 

This is my point of view on the sub- 
ject, being a student at Tennessee Military 
Institute at the present time and 18 years 
old. 


Sweetwater, Tenn. D. Saat Warp 


* * * 


On the Federal Debt 

Sir:—Figures make very dull reading, 
but when they come back in the form of 
taxes they are much more exciting, as the 
public and the Government are discover- 
Re in attempting to raise 31/ billion dol- 
ars. 

A few figures well for us to keep in mind 
are these. When we entered the World 
War we had a federal debt slightly over 
one billion dollars; at the end ofthe war 
we had a debt of 2514 billion. The total 
deficit of all administrations up to the end 
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of 1930—covering a period of 141 years, 
which includes costs of all wars, panics and 
depressions—was about 2614 billion. The 
deficit from 1930 to 1940 was 30 billion. 

The Federal Government has spent in 
the last 10 years almost a third as much 
money as the total value of all the wealth 
of our country, and nearly as much as was 
spent in the 141 preceding years. 

This includes a very small amount for 
our defense so far. Considering these cold 
facts, what kind of bookkeeping could we 
expect with our Government actually try- 
ing to keep the democratic way anywhere 
in the world? 

Lancaster, Wis. V.B. 


* * * 


Senator Pepper’s Plan 

Sir:—If the defense system, particu- 
larly the two-ocean Navy and the air force, 
had been started six years ago on the all- 
out basis, there might be some chance of 
success for the plan of Senator Pepper. As 
it is, the Senator surprises me. The United 
States Navy and air force will have plen- 
ty to do during the next several months 
without bombing Tokyo. 

The only question now (and perhaps 
the Senator can answer it) is whether the 
United States will withdraw peaceably 
from the Orient or submit to being driven 
out. 

Seattle, Wash. Joun F. Hawkins 


* * * 


Unity and Government Policy 

Sir:—How can I feel “united” when my 
Government continues to spend my tax 
money and my old-age pension money for 
CCC, TVA, WPA, etc., etc., etc.? 

Our factory cannot get workers we need, 
yet everywhere I see WPA jobs that are 
not necessary going ahead with hundreds 
of able-bodied men leaning on shovels. 
Also I hear of fine young men playing 
CCC in the woods when they should be 
using the opportunity to learn for their 
future and to help with the defense job. 

Why should I contribute money for such 
foolish things as Bonneville Dam and St. 
Lawrence dams? Why should I contribute 
money to a Government that holds work 
to 40 hours per week—23.8 per cent work 
and 76.2 per cent idle time? 

Why should I contribute to a Govern- 
ment that promotes union control and 
domination of all industry? Why should I 
subscribe for bonds and pay dollars for 
them when my Government retains the 
power to reduce the value of the dollar 
it pays back? 

I am patriotic for a constitutional U.S. 
government but fearful of a communistic 
government. Tell me why I should be 
“united” under the circumstances. 


Cleveland, Ohio F. W. Jessop 
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you wear out, too! 
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--- come out to 


Glorious Glacier Park 
and relieve the strain 


@ Theze’s good medicine out here for 
fatigue and frazzled nerves. Try it! 
We'll put you up at good hotels where 
you can really relax. We'll show you 
wonderful trout fishing—ride western 
horses with you over scenic mountain 
trails—take you on cruises on peace- 
ful lakes — go over the roof of the 
Rockies in a motor coach—explore a 
glacier on a man-size hike. Let's start 
planning right now. Ask your ticket 
agent or travel 
bureau, or write for 
book of Glacier Park 
information. 


A. J. Dickinson 
Passenger Traffic Manager 
Room744, Great Northern 

Railway Building 

St. Paul, Minn. 





FAST, DEPENDABLE FREIGHT SERVICE 
TO AND BETWEEN ALL POINTS 
IN THE NORTHWEST and CALIFORNIA 
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Turning British-Owned Properties Here Into Cash: 
How RFC Loans Would Provide Dollar Exchange 


Use of the vast lending resources of the 
Reconstruction Finance Corporation to 
enable the British to raise cash on proper- 
ties they own directly in the United States 
is in prospect. British-controlled direct in- 
vestments here, including large industrial 
and miscellaneous business enterprises, are 
estimated at $900,000,000. Whether all 
these properties would be suitable for RFC 
loans has not been determined. 

Under legislation before Congress, Loan 
Administrator Jesse Jones could make 
loans on securities to (1) foreign govern- 
ments and government agents, and (2) to 
private corporations organized in this 
country. This would remove obstacles to 
quick realization of dollar exchange on 
British assets which cannot be sold read- 
ily in the listed security markets. 

The Johnson Act bars loans to foreign 
governments in default on debts to the 
United States. But Administrator Jones 
says the Johnson Act does not apply to 


the RFC. Since the United States already 
is backing British war efforts with $7,000,- 
000.000 under the Lend-Lease Bill, the 
chief application of the proposed RFC 
powers would be to help the British turn 
their direct investments into cash. They 
need the money partly to pay for war 
orders placed before passage of the Lend- 
Lease Bill. 

The plan means the RFC would step 
into a role which Wall Street first tried to 
fill, with resale to the public of the Amer- 
ican Viscose Corp., a $100,000,000 British- 
owned rayon producer. Investment com- 
panies and other financial interests looked 
into the possibilities of other large sales of 
British holdings. Security markets became 
unfavorable for the Wall Street plans be- 
fore the bankers got very far. Then the 
RFC entered the picture with a $40,000,- 
000 loan to the Brown & Williamson Corp., 
a British-controlled enterprise operating 
in the United States. 











This is under no circumstances to be construed as an offering of these Debentures for sale, or as an offer to 
buy, or as a solicitation of an offer to buy, any of such Debentures. The offer 
is made only by means of the Offering Prospectus. 
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$50,000,000 


The Firestone Tire & Rubber Company 
Twenty Year 3% Debentures 


Dated May 1, 1941. 





Price 99% and accrued interest 


Copies of the Offering Prospectus may be obtained from only 
such of the undersigned as may legally offer these Debentures 
in compliance with the securities laws of the respective States. 


Harriman Ripley & Co. Otis & Co. 
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Halsey, Stuart & Co. Inc. Blyth & Co., Inc. Lehman Brothers 
The First Boston Corporation Lazard Freres & Co. Glore, Forgan & Co. 
Kidder, Peabody & Co. Stone & Webster and Blodget Lee Higginson Corporation 
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Hayden, Stone & Co. Merrill Lynch, E. A. Pierce & Cassatt White, Weld & Co. 
W. E. Hutton & Co. F. S. Moseley & Co. Union Securities Corporation 


Eastman, Dillon & Co. Hemphill, Noyes & Co. Hayden, Miller and Company 


May 13, 1941. 





Due May 1, 1961. 
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The Brown & Williamson loan sets a 
pattern for other loans. To make them, 
the RFC needs power to lend to foreign 
governments and agents. The entry of the 
RFC holds the possibility that the Brit- 
ish Treasury might take over direct Eng. 
lish-owne? investments in this country 
and pledge them for loans. Soon after the 
war started, the British began to take 
holdings of listed American securities for 
sale in Wall Street. Liquidation of these 
holdings is well advanced because they 
can be disposed of more easily in the open 
market. 

The RFC plan would permit the Brit- 
ish to regain their investments upon re- 
payment of the loans, rather than sacri- 
fice them at depressed market prices. In 
support of the request for the additional 
lending authority, Mr. Jones told a con- 
gressional committee: “The British are 
our best customers. I do not think it is to 
our interest to take everything they have 
away from them.” 

He contends, moreover, that the RFC 
can afford to advance larger sums against 
the British investments than Wall Street. 
At the same time he sees prospects of say- 
ings in underwriters’ fees, selling expenses 
and bankers’ profits. Every dollar % 
saved, he holds, would go to the British 
for payment on war materials. He esti- 
mates sale of the Viscose property for 
$75,000,000 would net the British less than 

70,000,000, after bankers’ expenses and 
profits are deducted. 

Mr. Jones informed Congress it would 
be desirable for the United States Gover- 
ment to have authority to accept for loans 
securities representing Western Hemi- 
sphere investments. The British control 
large properties in South American coun- 
tries, including railways. However, noth- 
ing definite has been proposed for loans 
against investments outside this cout 
try. 

In event of default on the loans, the 
RFC presumably would come into direct 
possession of the British investments. Pro- 
vided market conditions favored, the RFC 
could sell the properties to investment 
bankers for resale to the public. That 
method of liquidating RFC holdings ha 
been used in loans to municipalities, States 
and railroads. Whatever the outcome, the 
RFC, in lending against British assets, § 
going more extensively into activities for- 
merly concentrated in the banking ce 

ters of the nation, particularly Wal 
Street. 
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So many congressional committees are 
investigating the defense program that the 
War Department has created a special 
organization to provide information for 
high Army officials called to testify. 

* * * 

The two-cent tax on checks proposed 
by the Treasury would bring the Govern- 
ment an estimated $60,000,000 a year. 

% * * 

The Navy now keeps secret all informa- 
tion concerning movements of ships and 
transfers of officers to new posts. 

* * * 

The Weather Bureau has set up a tele- 
type circuit to flash weather conditions to 
50 key points over the country—the new 
system is expected to facilitate large-scale 
movements of military aircraft. 

* * * 

Selective service officials have ordered 
immediate classification of all draft eligi- 
blee—more than one-third of the 16,000,- 
000 registered already are classified. 

During March, industrial banks loaned 
nearly $51,000,000 to consumers—the 
largest amount loaned in any single month 
in the history of the banks. 

* * * 

Only 705,000 workers out of a total 
population of 46,000,000 were unemployed 
in the United Kingdom last December. 

¥ * * 

Approximately 2,000 conscientious ob- 
jectors are expected to be working at 21 
civilian public service camps by July; 1,100 
men have reported to the camps so far. 

* * * 

There are 697,051 more men than wom- 
ein the country today—thirty years ago 
men outnumbered women by 2,692,288. 

* % * 

Labor troubles caused a loss of almost 
35000 man-days of work on War Depart- 
ment orders in a single day recently. 

* * * 

By the end of May, the United States 
will have produced more airplanes in 1941 
than during the entire year of 1940. 

* * * 

About one-third of the men in the new 
U.S. Army will be engaged in servicing 
and operating mechanized equipment. 

* * * 

In the United States today there are 
%8,000 industrial establishments holding no 
defense orders. 

* * * 

Army and Navy officials are now work- 
ing on at least 16 new warplane models, 
the plans of which are tight military se- 
crets; one of these is an interceptor to 
combat night bombing—a form of attack 
which Britain has been unable to repel. 

* * * ‘ 

There hasn’t been a strike or lockout 

in the stove industry in the last fifty years. 
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How Open Account Financing 
solved the problem for Mr. } 


BOUT January 1st, 1938, Mr. X started in 
business, investing $20,000 and secured 
a small line of bank credit. 


At year’s end his statement showed: 


GROSS SALES $185,031 
MR. X’S SALARY 4,800 
NET LOSS 3,010 


However, by this time, sales were mounting 
rapidly, and the outlook was excellent, though 
it was going to require more capital. So he 
took in Mr. Y as an equal partner. Mr. Y. 
put $20,000 into the business. 


The partnership was not happv. The partners 
couldn't agree on management. Mr. Y wanted 
to get out. Mr. X wanted to buy him out, 
The problem was to find the money without 
bleeding the business of its capital. The solu- 
tion was, COMMERCIAL CREDIT OPEN 
ACCOUNT FINANCING. 


In September, 1939, Mr. X, after consulta- 
tion with a Commercial Credit Corporation 
officer, worked out a plan of action. He took 
an advance on the company’s receivables, 
paid off bis partner, and was again the sole 


owner. 
showed: 


GROSS SALES $474,000 
MESSRS. X & Y’SSALARIES 14,800 
NET PROFIT 3,611 


Still financing through his accounts receiv 
able and inventory loans, Mr. X increased 
his business in 1940. And on December 31st, 
he looked with satisfaction at a statement 
that showed: 


The statement at the end of 1939 


GROSS SALES $750,400 
MR. X’S SALARY 25,000 
NET PROFIT 2,962 


OPEN ACCOUNT FINANCING is doing 
a fine job for Mr. X. 


* * * * 


If you have any problems in connection with 
your financing—uncertainty as to future rates 
—uncomfortably close credit limits—ex- 
pensive delay in arranging loans—let us show 
you how OPEN ACCOUNT financing can 
be utilized to substantial advantage. No 
obligation—just write for free booklet, or 
ask a representative to call. Address Dept. UN. 


*A factual case from our records. The figures can be certified. 


COMMERCIAL CREDIT COMPANY 


"Non-Notification’’ Open Account Financing 
BALTIMORE 


BOSTON NEW YORK CHICAGO 


SAN FRANCISCO 


LOS ANGELES PORTLAND, ORE. 
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We see by the papers that Adolf Hitler is looking for a new 
Hess-man. 

Majority sentiment in Washington has been that the Nazis 
would be crazy if they tried to invade Britain from the air. 
Now, when one of their top men actually tries the stunt and 
succeeds, the Nazis say he is crazy. That makes it unanimous. 

It is reliably reported that Rudolf Hess’s first words, when he 
landed in Scotland, were a request for a drink of water. We 
suspect that anybody who 
goes to Scotland and asks 
for water to drink must 
be slightly touched in the 


WATERS Nou WANT To 





head. 
But, mind you, Hess 
wwe did not ask for water un- 


til his captor, braw Davie 
McLean, offered him a 
drink of tea. “Water,” said the Nazi, “would be more refresh- 
ing.” Crazy like a fox! The difference between plain water and 
tea in Scotland is temperature. If it is warm, it’s water. If it 
is hot, it’s tea. If it comes in a pitcher, you wash with it, and 
if it comes in a little brown spouted pot, you add diluted 
milk and drink it. 

Some persons think Hess wasn’t headed for Scotland at all, 
thus classifying him with the aviator who flew the wrong way 
and the lad who ran the wrong way for a touchdown. 

Then there is the theory that Hess and Hitler quarreled. 
One can just imagine handsome Adolf humming to himself: 
“Pack up your troubles in a Messerschmitt and heil, heil, heil!” 

In fact, there were more theories about Hess in Washington 
over the week end than there were economic theories, and 
that’s a lot. Usually, when you see two men stop to chat on 
Pennsylvania Avenue, the conversation goes like this: 

“Hello, Tom. If the norm of consumption of a basic com- 
modity were expressed by the symbol X and the nation’s 
productive capacity of that commodity is Y, then the equation 
Y-X equals Z automatically furnishes an economic disparity 
which if properly weighted provides a more stable evaluation 
of worth than the gold content of a dollar.” 

“Ah, yes,” replies Tom. “But you fail to allow for the un- 
earned increment, which, after all, is the fundamental stimulus 
of the capitalistic system as it existed in the Hoover Adminis- 
tration, my dear fellow.” 

This week end, however, the conversation was thus: 

“Hello, Tom. Say, my wife says there is a dishwasher in 
the Commerce Department cafeteria who used to be in the 
Dalmatian Navy which was laid up at Bremerhaven with a 
busted paddle wheel in 1937, and he says the real reason Hess 
went to Scotland was to get a drink of water because the 
Nazis have extracted all the hydrogen from H-2-0 to inflate 
a fleet of airships with which to invade the United States.” 

To which Tom answered: “Maybe there is something in that, 
but it is pretty farfetched. Our cook’s fiance works on a Dis- 
trict Garbage wagon on the 14th Street route which includes 
the German Embassy, and she told my wife that he is quite 
sure Hess wasn’t headed for Scotland at all but was really 
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Hesstorically Speaking 


By Our Own Man-With-a-Pitchfork 


trying to reach Greenland to start a revolt among the Eskimos.” 

Next thing you knew, there was a fight, which was very silly 
because neither knew a dern thing about the whole affair and 
it was all Hess-work on their part. 

The confusion in Washington was as nothing to that which 
raged in Berlin, which isn’t as accustomed to confusion as 
Washington, anyhow. 

When Rudolf showed up 

missing, the Nazis put 

out a press release saying 3 
that their beloved Party 

Member had committed 

suicide, poor guy. Over- 

work and ill-health. Tsk, 

tsk, tsk. The ink on the 

obituary notice was still wet when the British announced that 
Hess had dropped in on them, quite literally, and what he was 
saying about the Nazis was a scandal. That put Dr. Goebbels 
in a mell of a Hess. For lack of a better retort, he fell back upon 
the schoolboy repartee: “Aw, he’s crazy. Pay no attention 
to him.” 

“Uh, huh,” said Britain. “He may be cracked in the ankle 
but not in the head. And, oh, boy, the things he is saying about 
you, Gobby me lad!” 

Goebbels’s accusation filled the Scots with so much ire that 
the country could have been called Ireland for a moment. 
“Why should a man be called either crazy or a suicide because 
he prefers Glasgow to Augsburg? The Highlanders demanded— 
not by cable, of course, but by postcard. “It’s a dirty trick to 
divert the postwar tourist trade from Scotland to the Rhine 
land.” 

The Scots can be thankful it was Hess who parachuted into 
their midst and not the elephantine Goering. The impact of 
that lad, plus the dead-weight of his medals, would have shaken 
the United Kingdom to its foundations. 

When Goering takes it on the lam, we suggest he head for 
the United States, which can take it. And when Hitler seeks 
to do any long-distance parachuting, we offer him the facilities 
of our prairie States in which to descend. As an added induce- 
ment, we promise not to greet him with a cup of tea, but with 
something no German has tasted for months—a pot of de- 
licious coffee. American coffee, like German parachutes, is good 
to the last drop. 

Let Hitler and Goering bear in mind that he who Hessitates 
can’t lose. 

Well, we hope all this Hessteria quiets down soon so we cal 
go back to the simpler dilemmas of strikes and taxation. If 
the landing of just one Nazi on British soil can throw Washing 
ton into such heebyjet 
bies, causing the Pres 

liar ot wy, 2 dent to cancel an impor 

02 FDR: S819 ms rag broadcast because 
*. WHAT the Hess incident cop 

- f.., > HESS the headlines, we prefer to 
Ds a, be in London when 200; 
(THE HE6S SA1i0 THE GETTER /) 00 parachutists try 








THE UNITED STATES NEWS 








sor’s 
Cour 
that 

fluen 
scare 


any 
solve 


tice 
the | 
admi 
Holn 
his ¢ 
proo! 
howe 





to C 
endin 
as. th 
mem] 


much 
it ha: 
Fran 
is de 
stitut 
ment 


be gl 


furter 


less, 


MAY 





ly 
nd 


ine- 


into 
t of 
ken 


| for 
eeks 
ities 
juce- 
with 

de- 
good 


tates 


» cal 
1. i 
hing- 
yjee 
Presi- 
npor- 
cause 
pped 
fer to 
200, 


ry it. 


EWS 























_—Heople of the Weak 


Title Reg. U.S. Pat. Off. 


justice Frankfurter: Outspoken 
Views Dominant in High Court 


When Felix Frankfurter left his profes- 
ors chair at Harvard for the Supreme 
Court in Washington, few men doubted 
that he would hesitate in making his in- 
fluence felt on the law of the land. Today, 
sarcely two years after his appointment, 
any such doubts have completely dis- 
solved. 

It was a foregone conclusion that Jus- 
tice Frankfurter would add his weight to 
the liberal majority on the Court. His 
admiration of Justices Oliver Wendell 
Holmes and Louis Brandeis, his writings, 
his championship of liberal causes were 
proof of his judicial attitude. Unforeseen, 
however, was the new Justice’s rapid rise 


—Harris & Ewing 


OLIVER WENDELL HOLMES 
It was a foregone conclusion 


to Court leadership. In the session now 
ending, Justice Frankfurter is established 
as the Supreme Court’s most dominant 
member. 

This fact promises to have almost as 
much influence on the nation’s future as 
ithas had on the Court itself, for, under 
Frankfurter guidance, the Supreme Court 
is developing a new approach to the Con- 
stitution and to the activities of govern- 
ment. What the future may portend can 
be gleaned from his ideas and fundamen- 
tal beliefs about government. 

One thing for which Justice Frank- 
furter always has been noted is ‘a fear- 
less, inquisitive mind. While respecting 
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tradition and honoring historical prece- 
dent, he has refused to be bound by the 
past. Some years ago, he paid tribute to a 
hundred-year-old Supreme Court opinion 
that the science of government is “the 
science of experiment.” His record on the 
Supreme Court indicates that he has little 
disposition to interfere with such experi- 
ments, believing that only through them 
can democracy fulfill its promises. 

Thus, under his influence, the Supreme 
Court has come to look with tolerance on 
what others have criticized as “government 
by commission.” 

Another of Justice Frankfurter’s tenets 
is that government demands able adminis- 
trators, and, during his 25 years at Har- 
vard, he did his best to supply them, rec- 
ommending many Harvard law graduates 
for governmental posts. The most prom- 
inent Frankfurter recommendations to the 
New Deal are Thomas G. Corcoran, now 
in private practice, and Ben Cohen, now 
in London with the American Embassy. 
But these are only two. 

The Frankfurter habit of supplying 
young men to the Government began in 
1906, when he became assistant U.S. dis- 
trict attorney for New York under Henry 
L. Stimson and recruited his staff. This 
continued during his term as law officer 
for the War Department’s Bureau of In- 
sular Affairs between 1911 and 1914, and 
accelerated after he became a law profes- 
sor at Harvard. 

For many years, Justices Holmes and 
Brandeis selected law clerks upon the Har- 
vard recommendation. Men 
who have held these posts include Mr. Cor- 
coran; Dean Acheson, Assistant Secretary 
of State; Calv- :t Magruder, of the First 
Circuit Court of Appeals and former gen- 
eral counsel for the Wage-Hour Division, 
and James M. Landis, dean of the Harvard 
Law School and former chairman of the 
Securities and Exchange Commission. 

In exercising influence on the Supreme 
Court, therefore, Justice Frankfurter is 
continuing an old practice. Besides supply- 
ing men to Government bureaus, he also 
was consulted frequently by the President, 
and once was designated by Hugh John- 
son, former head of the National Recovery 
Administration, as “the most influential 
single individual in the United States.” 
Whether this comment was extravagant or 
not, it is clear that Justice Frankfurter’s 
influence has increased markedly since he 
discarded the professorial cap for a judi- 
cial gown. 
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Tue safety record of Armco plants is 
particularly significant. Last year there 
were only a few accidents, and eight 
major departments completed the year 
without an accident that kept a man 
from working. ® Safe working condi- 
tions mean that ARMco men can con- 
centrate on producing prime-quality iron 
and steel Jom for industry. Amon 
these metals is an Armco tnesteal 
sheet that takes and preserves paint, high- 
tensile steel for transportation equipment, 
and a zinc-coated sheet that can be 


severely formed. Armco metals are also 
contributing to national defense. The 
American Rolling Mill Company, 1691 
Curtis Street, Middle- 
town, Ohio. 
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GreatWesternAmer- 
ican Wines suggest 
moderation in drink- 
ing and induce relax- 
ation. They blend in 
complete harmony 
with food —intensify- 
ing the latent good 
qualities of many 
foods. 
AMERICAN 


YERMOUT 


18% Alc. by Vol. 
You can continue to 
drink top flight Ver- 
mouth cocktails be- 
cause of its quality 
which is second to 
none the world over. 
Made by 
Pleasant Valley Wine Co. 
Rheims, N. Y. 
The Producers of 
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Extending the Atlantic Patrol... U.S. Protection 
For Singapore? . . . Britain‘s Growing Food Problem 


President Roosevelt is about ready to 
order the Atlantic Fleet, under Ad- 
miral Ernest J. King, to extend patrol 
operations further into the Atlantic. 


x * * 


The President delayed his address to 
Pan-American diplomats partly be- 
cause of his recent illness and partly 
because of a desire to wait until the 
real meaning of the flight to Scotland 
of No. 3 Nazi, Rudolf Hess, could be 
assessed. 


= &+ *& 


Danger to American ships that may 
enter the Red Sea carrying materials 
to the British will come from mines 
dropped from German airplanes. 


x *k * 


New Dealers are not enthusiastic over 
the industry-control ideas of Bernard 
Baruch, on the ground that they give 
too much power to the industrialists 
who would be affected. 


x k * 


Some of the President’s aides are sug- 
gesting that President Joosevelt 
should delegate more responsibility in 
order that Government effort need not 
slow down every time he has a cold or 
an upset stomach. 


x * *& 


A decision is reached that it is to the 
vital interest of the United States that 
Singapore not be permitted to fall into 
the hands of a potential enemy of this 
country. 


x *k * 


Harry Hopkins actually is far more 
than the “bookkeeper” President 
Roosevelt is supposed to call him. Or- 
ders coming almost daily from Hop- 
kins cause very high officials to jump 
into action and leave the impression 
that he is acting with some latitude. 


*& * & 


First official attention is being given to 
the idea of moving out important 
numbers of noncombatants and non- 
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workers from England to Canada and 
Australia to relieve the supply prob- 
lem. It takes an immense amount of 
shipping to feed nonproducers in Brit- 
ain, complicating the shipping situa- 
tion. 


& = & 


Henry Morgenthau is not at all pleased 
with tax suggestions of Reserve 
Board’s Marriner Eccles, which run 
counter to the Treasury in some par- 
ticulars. 


xk * 


John L. Sullivan, Treasury’s tax au- 
thority, is having some real difficulty 
selling his ideas on excess profits taxes 
to Secretary Morgenthau and to the 
House Ways and Means Committee. 


x * * 


Federal Reserve Board is interesting 
itself in the problem of placing a curb 
on installment sales, as one means of 
checking civilian demands for goods 
that compete with defense industries 
for materials. 


xk * 


Farm Secretary Wickard is discover- 
ing that farmers respond strongly to 
the argument that this country can’t 
afford to permit a Hitler victory be- 
cause Government then would be 
forced to regiment agriculture much 
more rigidly. 


xk * 


Forthcoming recommendations for 
additional legislative price controls 
grow out of a shift in official opinion 
as to the danger of inflation. Feeling 
is growing that there is grave danger 
that inflation controls, because of 
their political unpopularity, may not 
be applied soon enough or strongly 
enough. 


x & @ 


Leon Henderson is likely to have dif- 
ficulty getting from Congress the spe- 
cific price-control authority that he 
will seek. Congress seems afraid that 
price-control authority might be used 


to affect farm prices or to involve 
wage controls. 


x *k * 


The White House, seeking informa- 
tion on priorities from OPM, was cut 
off sharply and had another reason 
for wondering whether that organiza- 
tion is functioning smoothly. 


x *k * 


SEC’s loss of a number of key men to 
defense agencies is not expected to 
slow up the program to integrate 
utility companies under provisions 
of the Utility Holding Company Act. 
Details of further procedure are now 
being decided, and the prospect is that 
there will be major developments by 
midsummer. 


x *k * 


The Dunn report on steel soon will be 
superseded by another showing that 
additional requirements under the 
lend-lease program will cause severe 
shortages. OPM already is making 
plans for imposing priorities on the 
steel industry. 


x kk 


Secretary of Commerce Jones’s press 
conference statement recently regard- 
ing the possibility of a U.S. Govern- 
ment airway in South America was 
based on the fact that plans for such 
an airway have been under considera- 
tion as a means of driving important 
German aviation interests out of 
South America. 


x *k * 


A shipping loss of 5 ships out of 100 
per trip is regarded by the British as 
extremely serious and a loss of 10 per 
100 as critical. Losses recently have 
run somewhat above 5 per 100. 


x *k * 


High officials of this Government 
were concerned over the public atten- 
tion given the flight to Scotland of 
Rudolf Hess, fearing that determina- 
tion to push the aid-to-Britain pro- 
gram would be weakened. 
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Acatnst the horizon of “the 
spiresof Princeton? the world’s 
largest radio research labora- 
tories are to be built by the 
Radio Corporation of America 
at Princeton, New Jersey. 
The new RCA Laboratories, 
to be completed before the 
year-end, are planned to pro- 
mote the growth of radio as an 
art and industry, and to meet 
the expanding demands of 


national defense. Several 








It all started in a tent... 


hundred research experts and 
engineers will coordinate their 
efforts to create new products 


and services, and improve 


existing ones, in all fields of 


radio and electronics. 

The march of progress which 
has led to Princeton started 
back in 1919 when the first RC A 
laboratory was located in a 
tent, later to be augmented by 
a shack 15 feet square at 


Riverhead, L. IL. From 


RCA LABORATORIES 


AYSERVICE OF RADIO CORPORATION OF AMERICA 
Radio City, New York 


RCA Manufacturing Co., Inc. © Radiomarine Corporation of America 


RCA Laboratories ¢ National Broadcasting Company, Inc. 


R.C.A. Communications. Inc. ¢ RCA Institutes, Inc. 


that humble beginning, with 
public service as the watch- 
word, RCA has pioneered in 
radio manufacturing, inter- 
national communications, ma- 
rine radio, broadcasting, sound 
reproduction and_ television. 
Through continuous research 
ithasdiscovered keys that have 
unlocked new doors of radio 
science, and has extended the 
usefulness of radio into many 
realms of public service. 
Now, RCA research experts 
on a united front at Princeton 
are to take another historic step 
to enhance America’s preemi- 
nence in radio, and to increase 
the services of radio to the Gov- 
ernment. to the people of the 


United States and to industry. 











PATRICIA MORISON 
Chesterfield's Girl of the Month 
currently appearing in Paramount's 


” ” 
The Roundup 


Yes, you will quickly like everything about 


Chesterfields... they "re cooler and milder with plenty 
of good taste. You are entitled to all these things in 
a cigarette and you get them in Chesterfield’s right 


combination of the world’s best cigarette tobaccos. 
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